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THURSDAY, JANUARY 31, 1952 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to call, in room 
I-39, the Capitol, Hon. Harley M. Kilgore (chairman of the subeom 
mittee) presiding. 

Present: Senators Kilgore, Maybank, McKellar, Robertson, Ecton, 
and Saltonstall. 


TREASURY DEPARTMENT 
OFFICE OF THE SECRETARY 


STATEMENTS OF HON. JOHN W. SNYDER, SECRETARY OF THE 
TREASURY; E. H. FOLEY, UNDER SECRETARY; JOHN S. GRAHAM, 
ASSISTANT SECRETARY; E. F. BARTELT, FISCAL ASSISTANT 
SECRETARY; W. W. PARSONS, ADMINISTRATIVE ASSISTANT 
SECRETARY; A. N. OVERBY, ASSISTANT SECRETARY; T. J. LYNCH, 
GENERAL COUNSEL; G. C. HAAS, DIRECTOR, OFFICE OF THE 
TECHNICAL STAFF; AND W. L. JOHNSON, BUDGET OFFICER 


SALARIES AND ExrENSEsS 
1953 BUDGET ESTIMATES 


Senator Kircorr. The committee will please come to order. 

Today we begin the 1953 regular budget hearings for the Treasury 
Department. Our first witness will be the Secretary, Mr. Snyder. 
Before the Secretary reads his statement or summarizes it, whichever 
he prefers, I think it might be well to first inform members of the 
subcommittee that the 1953 appropriation estimate for regular operat- 
ing expenses of the Treasury approximate $693 million, or about $73.7 
million more than the 1952 appropriations. 

Of this increase, over $33 million is for pay increases recently ap- 
proved by the Congress, $27.2 million for the Bureau of Internal 
Revenue, and $10.7 million for the Coast Guard. 

The balance of the increases requested relate to other bureaus in 
the Department. 

Now, Mr. Snyder, I note that your statement contains on page 9 
an over-all summary of the regular and permanent appropriation re- 
quirements for 1953. I want to ask you to use your own discretion. 
If you want to file this statement in the record and high light it you 
may do so and make such remarks also as you want to before we hit 
the general summary. I am leaving that up to your discretion. 

1 
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Secretary Snyper. I ame ntirely in your hands. We have prepared 
a statement and we think it is pretty ‘clear, but I would be perfectly 
willing in order to conserve your time to file it. It is a rather full 
statement because we have tried to cover all phases and present it 
in a fashion that was carefully thought through. If you would like 
to have me file it here and to be open 1 for any questions or discussion, 
I will be glad to do it that way. 

Senator Kincore. Mr. Secretary, may I suggest that I would much 
rather, if you are going to file it, that you summarize your opening 
remarks and high light ‘the points that you want to bring particularly 
to our attention or read it, whichever you think will make the best 
case for your Department. 

Secretary Snyper. I believe it would be best to read the statement. 
However, 1 would be glad to ask you to let me introduce this statement 
as part of the record and then we will take up the summary and go 
into the various phases of it. 

Senator Kitcorr. Would you like, before you hit the summary, to 
get into the introductory parts? You might just read those to the 
committee. 

Secretary Snyper. Let us try it that way, Mr. Chairman. 

Senator Kizeore. Fine. 


DEFENSE OF FREE WORLD 


Secretary Snyper. Mr. Chairman and members of the Treasury 
Subcommittee on Appropriations, I appreciate the opportunity of 
coming before you today to present the Treasury Department’s appro- 
pri: ition estimates for the fiscal year 1953. 

The great task before our Nation today is that of building impreg- 
nable defenses against the constant threat of aggression. In the past 
year, we have taken a long and firm stride toward assuring the de- 
tenses of the free world. We have developed production lines for an 
increasing volume of today’s complicated military machines and de- 
fense equipment. At the same time, 1951 was a record year for plant 
and equipment expansion in United States business, as we further 
increased our capacity for producing basic industrial materials, mak- 
ing our industrial strength today far greater than in World War IL. 

I need not remind you, however, that the ultimate test of our de- 
fenses is not alone in the number of tanks or guns or bombs which 
we can assemble on this side of the iron curtain, As our enemies are 
well aware, the one uniquely powerful weapon of the free world i 
the productive strength and capacity of the American free enter prise 
economy. It is essential, therefore, that we use every means at our 
command not only to preserve but to increase this economic strength, 
for it is the mainstay not only of our own defense but of the defense 
against aggression for the entire free world. 


SUPPORT OF PUBLIC CREDIT 


Irom the earliest days of our country, the Secretary of the Treasury 
has been charged by law with important responsibilities affecting 
almost every sector of our economic life. The first and basic policy 
directive laid upon the Secretary of the Treasury in the original act 
creating the Department in 1789 was to “prepare plans for the im- 
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provement and management of the revenue, and for the support of the 
public credit.” 

Ever since that time, maintenance of confidence in the credit of the 
United States has been the number 1 objective of the Treasury. Every 
Secretary of the Treasury has recognized that, in peace or war, any 
substantial impairment of the credit ‘of the Federal Government would 
be a major blow to the maintenance of high-level production and em- 
ployment, and to the orderly operation of our private enterprise 
system. Every effort has been bent, therefore, to maintain confidence 
in the Government’s credit. 

In the broadest sense, safeguarding the credit of the Government 
depends on our ability as a Nation to keep our free enterprise economy 
healthy and growing, and to use our governmental instruments wisely 
in promoting this end. In the financial area alone, however, main- 
tenance of confidence in the credit of the Government requires action 
on many fronts. 

With respect to our domestic policies, it requires sound revenue and 
expenditure programs, operating within the frame work of a Federal 
budget policy which is appropriate to economic conditions. It re- 
quires continuing attention to greater efficiency and lower costs of 
governmental operations. It requires a debt management policy which 
acts to counter any pronounced inflationary or deflationary pressures ; 
which provides securities which meet the current needs of various in- 
vestor groups; and which succeeds in maintaining an orderly situa- 
tion in the public market for United States Government securities. 
It requires the use of debt-management policy cooperatively with 
monetary-credit policy to contribute toward sound economic growth. 
It requires the conduct of day-to-day financial operations “of the 
Treasury in a manner most conducive to the maintenance of sound 
conditions in the Government’s financial markets. And, finally, in 
the international area, it requires management of the country’s inter- 
national monetary relations with the aim of maintaining a sound cur- 
rency domestically and internationally, and promoting a better trade 
and exchange situation with friendly countries. 


CONTROL OF INFLATION 


In all its operations today, the Treasury has one main goal before 
it—and that is to safeguard the financial soundness of our Nation and 
its free-enterprise economy. I should like, therefore, to discuss in 
broad outline some of the grave domestic problems which confront 
our Nation and the financial policies which are essential to economic 
stability in the present world crisis. 

We all know that one of the threats to the strength of our de- 
fense economy is inflation. Since every step in the productive proc- 
ess—every commercial transaction and investment program—de- 
pends on the smooth functioning of the financial system in every area 
of our economic life, a sustained inflation: ary spiral could totally dis- 
able a modern industrialized economy. Confidence would give way 
to fear and uncertainty; working contracts would be disrupted ; and 
the flow of operations necessary to any long-range production pro- 
gram would be imperiled. Most harmful of all, a continuing infla- 
tionary spiral would impair the incentives to work and to save. 
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To keep inflation in check, then, is a first requisite of our defense 
undertaking. As wetransfera great portion of our productive power 
from civilian to military output, and so reduce the supply of civilian 
goods, consumer demand must be kept in balance. This means that 
a substantial part of both business and personal incomes must be di- 
verted from the consumer markets. 

This does not present any easy problem and there is no simple solu- 
tion. Action is required on many fronts. Certainly, we must be 
mindful that the fiscal polic ies of the Government can make an effec- 
tive contribution toward keeping the economy in a sound and healthy 
condition when this strain on our resources is intensified. 


TAX PROGRAM 


The very heart of a sound financial program at this time is adequate 
taxation. It is essential to the preservation of our public credit. It 
is essential also to avoid the inflationary evils of substantial deficit 
financing. No one welcomes heavy taxes. But in a time of unprece- 
dented national danger like the present, all groups of our population 
must realize that a substantial burden of taxation—for themselves, 
as well as for others—is a necessary defense measure. 

And right here I should like to state that when the public is called 
upon to pay taxes in these increased amounts, it is definitely entitled 
to assurance that the load is fairly and equitably distributed, and that 
each pays his honest share without favor, discrimination, or m: anipu- 
lation. That assurance must find its root in a revenue service of 
unquestioned integrity and unswerving loyalty to public duty. This 
matter will be discussed more fully when I take up, later in this state- 
ment, the operations of the Bureau of Internal Revenue. 

Adequate revenues are only one step in safeguarding the financial 
system of our country. Greatly increased savings are also required 
if we are to succeed in keeping available funds from exercising their 
full force on the pr ice level. 

That is why the Treasury is so deeply concerned with protecting the 
incentives to save, and with promoting all measures and programs 
which encourage the habit of thrift. Currently, as you know, we are 
making an intense effort to increase the purchase and holding of United 
States Defense bonds. 


SAVINGS BOND PROGRAM 


Through the savings bond program many people, for the first time 
In their lives, have become systematic and substantial savers. And it 
is a national thrift program which has paid impressive dividends in 
he ‘Iping to keep our economy healthy and strong. 

The money which millions of Americans invested in savings bonds 
in World War IT was a potent influence in holding down inflationary 
pressures during the war years. The some $200 billion in liquid sav- 
ings which our people held at the end of the war—and savings bond 
holdings comprised a substantial part of it—gave them the courage 
in the postwar years to go out and spend their current incomes, so 
that for the first time in our history after a war we were able to k eep 
our economy ona very high level. In the same way, the savings which 
our people make at this time are going to mean a healthier economy 
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in the future when we have solved the defense problem and I hope 
the war threat. 

I have emphasized adequate taxes and greater savings because these 
are the foundations of a successful fiscal policy during the period 
when we are readjusting our defenses to the realities of the present 
world situation. Essential as these two fiscal measures are, however, 
we cannot expect that they alone will do the whole stabilization job. 
We must have a restriction of credit to essential uses, the allocation of 
scarce materials, and various direct measures for assuring the stabil- 
ity of wages and prices. The job is a big one, but it must be done. 

‘Fortunately, we are well able to bear the added burdens called for 
by our need to defend ourselves against the Communist threat. The 
American consumer has never before been so well supplied with both 
the necessities of life and the means for a comfortable living. By 
meeting our responsibilities now, out of the wealth of our present 
resources, we shall prepare the way for a strong and stable economy 
when the present emergency is over. 

I should like to turn now to the effect which the defense mobiliza- 
tion program is having on the administrative operations of the Treas- 
ury Department and the appropriations necessary to effectively carry 
out the Department’s functions in the coming fiscal year. 


ADMINISTRATIVE SERVICES 


The Treasury Department, as you know, is the financial arm of the 
Government and as such many additional demands are made upon 
it in servicing an expanding defense program. In the fiscal area, 
additional demands are made in connection with the administration 
of new taxes and the processing of additional tax returns during a 
period when we are striving to increase the productiveness of our 
revenue system to meet increasing defense costs: additional demands 
are made as increasing amounts of coins and currency must be placed 
in circulation and their use administered to facilitate the N: ation’s 
expanding business transactions; additional demands are made i 
the services necessary to cover all Federal receipts into the Treasury, 
prepare checks issued by the Federal Government, and give a full 
accounting of public moneys, appropriations, and funds of the Gov- 
ernment in a period of r apidly mounting defense expenditures; like- 
wise the increasing size and importance of the Treasury’s debt man- 
agement. and borrowing programs bring added burdens. 

In addition to the greater responsibilities which fall upon the 
Treasury’s financial service bureaus during a period of defense mobili- 
zation, there are added responsibilities in the nonfiscal area which 
must be undertaken by various bureaus of the Treasury Department. 
Among these are the added responsibilities of the Coast Guard in 
augmenting its training force of reservists and building up other de- 
fense facilities to adequate strength in this time of national emer- 
gency. Very much heavier responsibilities also fall upon the Treasury 
enforcement agencies in carrying out new and enlarged activities re- 
lated to the defense of our country. 

As you know, the majority of the appropriation estimates which 
the Treasury Department presents before this committee each year 
represent appropriations for a wide variety of contractual obligations 











6 TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


and other items over which the Department has no jurisdictional 
control. These include such items as interest on the public debt, 
transfers to Government trust funds, and refunds of taxes and cus- 
toms. 

However, in those areas in which the Secretary of the Treasury 
does have administrative control over appropriations—that is, in 
the service functions of our various bureaus—we are making every 
effort to absorb, insofar as possible, the increased workloads necessi- 
tated by the defense effort. For it is my continued determination 
that the Treasury shall carry out its increased responsibilities in this 
defense emergency with the least possible cost to the taxpayers of this 
country. 


MANAGEMENT IMPROVEMENT PROGRAM 


During my tenure as Secretary of the Treasury, we have carried 
on in the postwar years an intensive management improvement pro- 
gram to modernize our operations toward increased business efficiency 
and the reduction of operating costs wherever possible. From time 
to time I have reported to you the very substantial savings that we 
have made. The details of these savings can be found in my previous 
annual reports to the Congress. I am glad to report to you that in 
the past fiscal year, more than $8 million in additional savings have 
been made which are traceable to management improvements. i 
was the dollar measurable effect. There was, in addition, a great 
improvement in service to the public that cannot be measured in dol- 
lars—an improvement that has extended throughout the operations 
of the Treasury Department. 

Some of the dollar savings in the past fiscal year were expended 
in performance of essential duties, such as unforeseen increases in 
responsibilities and workload in revenue collection, law enforcement, 
currency printing, and coin production, and in the absorption of price 
increases during the past year on such items as supplies, equipment, 
materials, printing and binding. 

We will, of course, continue our efforts to reduce costs where we 
can, to improve the efficiency of the Department, and to render better 
service to the public. Current activities and accomplishments which 
have been made in our various bureaus and offices under this manage- 
ment improvement program will be discussed later in connection 
with the specific appropriation requests for our various service 
functions. 

Despite the fact that the Treasury Department is today better 
equipped to meet the great demands which are being placed upon it, 
added defense-related activities, additional workloads and pay in- 
creases authorized by Congress require some increase in appropri- 
ations. 


COMPARISON OF 1953 ESTIMATES AND 1952 APPROPRIATIONS 


With your permission, I would like to insert in the record, at this 
point, a summary table showing our estimated requirements for 1953 
as compared with actual appropriations for 1952. 

Senator Kiréorr. That will be inserted in the record at this point. 
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(The information referred to is as follows:) 
Summary of annual appropriations for Treasury Department for 1952 and estimated 
requirements for 1953 


{Millions of dollars] 


Cause of in- 
crease (+-) or 


Appro- Esti- Increase decrease (—) 
Description priee mates, (+) or : = 
tions, 1953 decrease 
1952 2 (—) Cost of 
a All 
| pay In- | other 
| crease 
| 
Regular annual appropriations for operating the Treas- | 
ury 
(1) Collecting the revenue: 
Bureau of Internal Revenue $253.0 $305.0 +$52.0 244.8 | +$27.2 
Bureau of Customs 37.5 | 41.8 +4.3 3.2 1.1 
(2) Fiseal Service: 
Bureau of Accounts 13.4 14.8 +1.4 +1.1 +.3 
Bureau of the Public Debt | 50.5 55.3 +4.8 2.3 +2. 5 
Office of ‘Treasurer, United States 21.1 | 22.1 +1.0 Na } 
(3) Coin and currency | 
Bureau of Engraving and Printing | 3.3 3.3 3.3 
Bureau of the Mint | 4.6 8 +1.2 +.2 +1.0 
(4) Other bureaus: | 
U. 8. Coast Guard . 227.4 | 238. 9 +11.5 +.8 +10.7 
Bureau of Narcotics 2.5 23 +.3 +.2 +.1 
Secret Service 3.6 3.9 +.3 +.3 +.1 
(5) Administrative offices of the Secretary 2.5 | 2.7 +.2 +.2 +.1 
Subtotal, regular annual appropriations for | 
operating the Treasury E | 619.4 | 693. 0 +-73.7 +-33.4 +40.3 
Permanent appropriations: | 
(1) Interest on the publie debt. — 5, 850.0 6, 150.0 +300. 0 +300. 0 
(2) Public debt retirements payable from ordinary 
receipts and other statutory requirements _- 620. 1 619.9 —.2 —.2 
(3) Replacement of personal property sold 1 1 
(4) Interest on uninvested trust funds 5.1 4.6 —.5 —.5 
(5) Refund of moneys erroneously received and 
covered 2.0 2.0 
(6) Refunds and drawbacks, customs 16.0 16.0 
(7) Refunding internal revenue collections 2, 582.0 2, 783.0 +201.0 +201. 0 
(8) Contributions for annuity benefits, White | 
House Police and Secret Service Force a a (?) ? 
Subtotal, permanent appropriations 9,075.3 | 9,575.7 +500. 3 +500. 3 
Total, general and special appropriations 9,694.7 | 10, 268.7 +574.0 | +33.4 | +540.6 
Trust accounts 5, 700. 3 5, 999. 2 +2908, 9 +298. 9 
Grand total ; 15, 395.1 | 16, 267.9 +872. 9 +33. 4 +839. 5 
1 Does not include anticipated deficiency, 1952, of $27,356,000 to cover cost of authorized pay increases. 


2 Less than $50,000. 


BUDGET INCREASES 


Secretary Snyper. Mr. Chairman, if I can read three or four more 
pages I think we can go into a discussion. 

Senator Ronerrson. The essential thing, Mr. Secretary, as I follow 
a presentation, is that when you get up to this sheet you have just 

ached in which you give the breakdown of these increases, we will 
w eae you to elaborate on your statement that 40 percent of the $73.7 
million increase is items that are under your administrative peaked 
that were necessitated by salary-increase laws passed by the Congress. 

That leaves $44,220,000 that you asked for increases, and that is 
what we would like for you to go into. 

Secretary Snyper. That is what I will touch on in just a moment. 
May I proceed for just a minute? 

Senator Roperrson. You may proceed as you wish. 
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Secretary Snyper. As you will see from this table, the total esti- 
mates for the Treasury Department for the fiscal year 1953 amount to 
$16,267,900,000. Most of this sum, as you are aware, represents appro- 
priations for expenditures which are determined in amount by statu- 
tory and other obligations with respect to which the Treasury has no 
administrative control. 

Senator MayBank. Let me ask you this, Mr. Secretary: Are any of 
these items things that could be undone? In other words, it is a law. 
Is there anything you would recommend that we repeal ? 

Secretary Snyper. They affect things that I do not see how you can 
dathat. One is the interest on the debt, the other is payments to these 
trust funds. Also refunds of taxes. 

Senator Maynank. Of course, you cannot do anything to those 
items. In other words, there is nothing, no recommendations, that the 
Treasury could make to cut these expenses such as public debt, and 
what else / 

Secretary Snyper. Refunds of taxes and payments to trust funds 
There is just nothing that I can see that the Treasury could recommend 
at this time in reduction of those. 

Senator Maypank. Thank you. 

Senator Savronsraun. That leaves, as you say here, $693 million 
for us to work on, so to speak ? 

Secretary Snyper. I am just coming down to that. 

Senator Maypank. The record shows that interest on the public 
debt, that item in the present appropriations is increased $300 million. 

Secretary Snyper. For the fiscal year 1953, these items total 
$15.574.900,000—or about 96 percent of our total requirements. cua 
include such substantial sums as interest on the public debt, $6,150,- 
Q00,000; transfers to Government trust funds, $5,999.200,000 and 
refunds of taxes and customs amounting to $2,799,000,000, 

Senator Maybank. That is $300 million more than last year? 

Secretary SNyperR. That is right. 

Senator Roverrson. But their rate is higher than last year? 

Secretary Snyper. The average rate paid is higher, yes, sir, on 
pub lic debt. 

The appropriations over which I exercise direct administrative 
jurisdiction are grouped in the first part of the table and amount to 
$693.000,.000, This sum represents an increase of $73,700,000 over the 
appropriations for the fiscal year 1952. Well over 40 percent of this 
increase is necessary to cover the cost of pay increases authorized by 
law for Federal employees. The remaining increase is largely neces- 
sitated by increased workloads in collecting revenues and servicing 
the public debt and in implementing the military readiness program 
of the Coast Guard. 

I should like to take up separately the particular service functions 
of our various bureaus, and present a more detailed analysis of their 
individual appropriation needs. 

That is the general summary, Mr. Chairman. From now on we 
get into the individual items. I will conduct that part as you desire. 
Of course, as you know, later the committee can, if they desire, have 
the individual bureaus and departments of the Treasury up to dis- 
cuss the specific things. 
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ADMINISTERING THE PUBLIC DEBT 


Senator Roserrson. The item that we are committed to and can- 
not change is interest on the public debt. Would you give us at this 
time an indication of what you think the public debt will be on July 
1, 1952, and July 1, 1953, and indicate how much each one of those 
figures is involved in public debt at the present time? 

“Secret: iy Snyper. Mr. Chairman, in answerliug your question at 
the beginning of the fiscal year 195z the debt was barnett pe 
At the end of fiseal 1952, which would be June 30 of this year, we 
estimate that the public debt will be $260,.222,000,000, or an increase 
of $5 billion. 

Senator Roperrson. You mean you are going to have to borrow 
that much between now and June 30? 

Secretary SNyprr | think we have already financed that. 

Senator Ropertson. That will be in the deficit ? 

Secretary Snyper. That is correct. We have financed the deficit 
already in the last month and revenues will about offset. 

Senator Ropertson. The total disbursenients in that fiscal year 
will exceed total receipts in that fiscal year by more than $5 billion? 

Secretary Snyper. That is the present estimate; yes. 

Senator Rosperrson. Now give us the estimate for fiscal 1953. 


ESTIMATED PUBLIC DEBT 


Secretary Snyper. It is estimated that by the close of fiscal 1953 
that the outstanding debt will be $274,922,000,000, or an increase for 
the fiscal year 195: sof $14,700,000,000. 

Senator Ronemvson. And that will be just $100 million below the 
statutory limit ? 

Secretary Snyper. That is correct, $275 billion is the present limit. 

Senator Ecron. What are we supposed to do then, Mr. Secretary, 
when we reach that point ? 

Secretary Snyper. We have to face that situation when we come 
to it. We are not asking for any increase in the statutory limit or 
will not during this session of Congress. 

Senator Ecron. ‘then you as the Secretary of the Treasury are 
not recommenditig an increase in that limitation ? 

Secretary Suyder. At this time? 

Senator Ecron. At this time? 

Secretary S» x: er. No, we will not, as we see it, during this session 
of Congress. We will not ask for an increase above the $275 billion 
during this session of Congress. We think that we can manage the 
situation within this calendar year, within the limits of the present 
statutory $275 billion. 

Senator Ronerrson. In addressing the Arlington Chamber of Com- 
merce last night, I v iewed with a little alarm the fact that we would 
probably have to borrow $3 billion or we would wind up $3 billion in 
the hole at the end of the fiscal year. I was not alarmed enough, 
was I? 

Secretary Snyper. No; you were not alarmed enough the way it 
looks now. 
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Senator Roserrson. Would you state for the record what the debt 
was on the basis of your latest statement ¢ 

Secretary Snyper. This is as of January 29 of this year, 
$259,476,826,176.62 


GOVERNMENT GUARANTEED MORTGAGES 


Senator Roserrson. In addition to that I understand we have out- 
standing now about $15 billion of Government guaranteed mortgages. 
That is not included, is it? 

Secretary SnypER. No, sir; this is direct debt. 

Senator Rozertson. Then there would be possibly $10 billion of 
other obligations that the Government has underwritten ? 

Secretary Snyper. Mr. Bartelt, the Fiscal Assistant Secretary, may 
be able to give that to you. 

Senator Rozgerrson. Put it in right now if you will. 

Mr. Barrett. Do you want to put it in the record ? 

Senator Rogerrson. Put it in the record and tell us, too. Approach- 
ing the $275 billion limit of the national debt is not the whole prob- 
lem. You have to refund some $5 or $6 billion of those 10-year 2.9 
bonds, I believe. They will be falling due, and then you have these 
mortgages we have underwritten and you have agencies that have 
issued bonds that the Government guarantees. 

I think we ought to have the total of the indirect debt so that if 
we should go into a tailspin we would know what the total liabilities of 
this Government are going to be in appraising whether it is solvent 
or insolvent. 

(The information referred to is as follows:) 


Contingent liabilities Dec. 31, 1951 
[See following explanation] 


1. Loans guaranteed or insured by Government agencies : 
(a) Commodity Credit Corporation : 


(1) Secured by agricultural commodities__ beck $244, 751, 169 
2) Secured by storage facilities_._._......._._._ 6, 262, 748 
aD en URINE, OP NEE I oe ih ism ecicininm 22, 867 
(c) Economie Cooperation Administration _________ ns 35, 505, 359 
(d) Export-Import Bank of Washjngton: 
(1) Loans through agent banks___._-____-__-~-__ 42, 982, 175 
(2) Guaranteed letters of credit__.__-____________ 11, 913, 824 
(e) Farmers’ Home Administration____-___-_-_~_- ees 43, 690, 606 
(f) Federal Housing Administration :’ 
(1) Property improvement, title I____-____-----_- * 247, 515, 573 
(2) Mortgage loans: 
Bee Tt eettion Gs 1 CRE ee Fe oe a 26, 279, 160 
SO aa hi a sa acne cicigsnahge laclaeocmny | 0 RO 
I 55S ts had Unc a chen Ube gtbsioe teen deepens nada shad 5, 349, 138, 368 
(3) Rental housing for military personnel, title 
Viz... cae area cts DStakas 325, 742, 018 
(9g) Reconstruction Finance Corporation (including Smaller 
War Piants .Corporation )............. Suiathons Lael 66, 571, 158 
(h) Veterans’ Administration...........<.~. «cece. ...- * 6, O78, 800, 000 


(4) Defense Production Act of 1950...................-- 546, 586, 989 


Total loans outstanding guaranteed or insured by 
tt gee la, Aan cee aes eee eee ree 20, 590, 837, 371 
1 As of Noy. 30, 1951, latest available. 
2 Represents maximum estimated liabilities for claims. 
3 As of June 30, 1951, latest available. 
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Contingent liabilities Dee. 31, 1951 


2. Insurance programs: 


(a) Federal Crop Insurance Corporation_—___- eben ahs * 330, 201, 000 


(6) Federal Deposit Insurance Corporation________-_-___ * 92, 500, 000, 000 
(c) Federal Savings and Loan Insurance Corporation____~_ 14, 000, 000, 000 
(d@) Maritime Administration, marine collision liability in- 

ene ee re Se i ° 1,300, 000 
(e) National service life insurance. sin wiciticettiawse ac Spee, Cae ae 
(tf) Use: Government life insurance... -<«.i6..ncs 1, 998, 4383, 994 





Total insurance in force_............_....._........ 157, 863, 556, 068 


As of Nov. 30, 1951, latest available. 

* As of Sept. 19, 1951, latest available. 

5 Program terminated. Represents old commitments of unsettled claims. 
® Estimated crop coverage for 1951 crop year. 


CONTINGENCIES OF THE UNITED STATES GOVERNMENT 


The preceding tabulation contains the major financial contingencies of the 
United States Government other than those which are published regularly in 
connection with the monthly statement of the public debt of the United States. 
It does not include obligations involving recurring disbursements for which 
funds are regularly appropriated by the Congress and are not yet obligated, such 
as aid to States for welfare programs and participation in employee-retirement 
systems and indemnities for deaths attributable to military service authorized 
by Public Law 23, Eighty-second Congress. 

The probability that the Government will be called upon to meet the con- 
tingencies in the accompanying statement varies widely. Whether the Govern- 
ment will be called on to meet any of them is dependent on a wide variety of 
factors, including the value of the assets behind the commitments and many 
other things. The nature of these differences is illustrated by a few examples 
given below. The possibility of losses is further minimized by payment of 
claims in debentures rather than cash, permitting orderly liquidation of assets. 

For instance, the contingent liability for the guaranteed portions of loans 
guaranteed under the Servicemen’s Re adjustment Act of 1944, as amended, for 
the acquisition of home, farm, and business property, is secured by the under- 
lying assets and is being liquidated through installment payments. 

The Government’s contingent liability under life insurance policies of the 
Armed Forces is a small fraction of the face value of the policies in force. While 
some policies will lapse, the premiums and interest on invested reserves on those 
kept in force cover the normal mortality risk. The Government, of course, bears 
the cost of deaths attributable to war service. 

Similarly, the bank deposits insured by the FDIC cannot reasonably be ex- 
pected to result in large financial outlay by the Government. During the period 
this Corporation has been in existence, premiums and other income have sub- 
stantially exceeded losses, permitting the retirement of all Treasury and Federal 
Reserve capital and the accumulation of a large reserve. 

The foregoing illustrations are merely for the purpose of indicating the need 
for caution in the use of figures relating to contingent liabilities of the 
Government. 


CURRENT AUTHORIZATIONS 


Senator Ecron. Mr. Chairman, are there not authorizations that 
have not been taken care of here? In other words, authorized expendi- 
tures projected into the future ¢ 

Secretary Snyper. There is no question about that, we always do. 

Senator Rorertson. For instance, we have authorizations of about 
$90 billion, but we do not think they can spend it for the military. 

Secretary Syyper. These figures I gave you represent the antici- 
pated actual expenditures but not the total. 

Senator Roperrson. If your associate will put in the record the 
figures on collateral obligations, obligations of the Federal Govern- 
ment on a contingency basis but not included in the official report 
of the national debt. 
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Mr. Barren. i.¢ have that information, Mr. Chairman, but un- 
fortunately i do not have that among my papers here, but we could 
conveniently put it - the record. 

Senator Rorertson. You will do that at this point! 

Mr. Barrer, eek.) sir. 

Senator Ropertson. Could you hazard what the amount is? 

Mr. Barrer. 1 would be a little afraid to hazard it at this moment. 
But I'll have the information in the insert above under “Contingent 
liabilities.” 

Senator SavronsrautL. Mr. Chairman, may I change the subject 
slightly, if I may? 

Senator Rorerrson. The Senator from Massachusetts is always at 
liberty to proeced as he is advised, 


BREAKDOWN OF BUDGET INCREASES 


Senator SavronstaL.. Mr. Secretary, I would be very interested 
in getting the broad outlines, your thoughts on some of these broad 
questions. Now, as I see it, there is $693 million that is subject to, 
we will say, consideration in appropriation outside of the musts that 
you have named that comprise 96 percent. 

That $693 million represents an increase over last year of $73,665,- 
000,000. Now of that ine rease $52 million is in the Internal Revenue 
Department. Of that $52 million, $24 million is represented by salary 
increases. ‘Therefore there is an increase in the Internal Revenue 
Department of roughly $28 million. 

Now as I see it, from looking through these figures, there is that 
increase of $34 million; $6 million of that increase of $52 million 
comes from $13,999,466 in an increase in racketeer supervision, and 
$20,686,591 is a brand new item of administering the wager item. 
So that of your $73 million total departmental increase, $52 million 
is in the Internal Revenue, and of that $52 million in the Internal 
Revenue $34 million of it comes in this really turning the Treasury 
into somewhat of a crime department, crime prosecution and 
investigation / 

Secretary Snyper. That is definitely true. 


ENFORCEMENT OF WAGERING LAW 


Senator SarronstraLh. Well, now, would you be willing to elaborate 
a little on how you get the figure of $20,600,000 for enforeing the 
wagering law, and why you need $13,900,000 more for racketeers ? 

Secretary Snyper. Yes, sir. Could I have a member of the staff 
go into that? 

Senator SarronstatL. Well, I did not mean to go into it in detail. 

Secretary Snyper. I can tell you in the broad sense, I thought you 
wanted to get down into the dollar items. 

Senator SaLTonstaLu. No, no. 

Secretary Snyper. The proble m of the racketeer enforcement is that 
we have had to transfer some 2,400 people out of their present jobs of 
enforcement and assign them to this particular job. Running down 
the racketeer cases is something that takes a tremendous amount of 
work and research, trying to pick up leads as to the incomes of the 

racketeers, trying to pin point where they keep their money, where 
er keep their resources, and to follow through on their intake and 
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their expenditures. That all has to be done more or less under cover 
and requires a great deal of additional work which is very costly ; but, 
of course, for the psychological reaction it has become very necessary 
that the general public, the general taxpayer, the honest taxpayer, 
feel that he is not being required to do something that is not being 
forced on everybody. 

Senator Rorerrson. Mr. Secretary, could you sort of fall back on 
these circuit-court rulings to the effect that when you examine a man’s 
wealth and find that it has inereased X number of dollars in 10 years’ 
time and he reported a number of dollars during that period you 
assess him with everything earned, the difference, and put the burden 
on him to prove his expenditures and that he has not concealed that 
excess income’ Do you have to trace down all the items of what 
Senator Connally called “the crap shooters” ? 

I am sure you have court decisions, because I know of a case in the 
State of Virginia up against that very problem. You find that he had 
a certain provable wealth and he had records which did not disclose 
that wealth. You could prove what he had, and you could prove what 
he reported he earned, and so you just assessed him, this particular 
one, a supplemental assessment of about $500,000, and that left it up to 
him to prove that you were wrong. You did not have to prove what 
his expenses were. 

Secretary Snyper. I have my General Counsel here. Could I have 
him speak on it? 


CRIMINAL TAX CASES 


Mr. Lyncu. That may have been one stage in the assessment of it. 
However, if that case is carried through to a criminal case, as you 
know you have the burden of proof in the case, and you have to be 
prepared to show that there is not any reasonable surmise or doubt 
as to other legitimate sources of income when you come to the criminal 
tax case. 

Senator Rorerrson. But you can establish the liability on a basis of 
comparison with provable wealth with income / 

Mr. Lyneu. That is correct, in the beginning of a so-called net- 
worth case. 

Senator Roserrson. But when you try to send him to the peniten- 
tiary you have to prove intent 

Mr. Lyneu. That is right. That type of net-worth case is a typical 
racketeer case where you ‘have to practically relive the life of the per- 
son so you are able to shut off every sort of alibi or any sort of dodge 
that he would use that the money came from an uncle or aunt or that 
he got it from some other business or any of those infinite variety of 
excuses that they would use in the court. 

Secretary Snyper. That, of course, is what entails the greater ex- 
pense, working out the criminal charge. It seems to have been 
greatly emphasized, and it is a part that should be, that these people 
ought to be sent to jail. 

Senator Sauronsrauu. Is that the responsibility of the Treasury 
Department ? 

Secreary Snyper. It is under the present laws; we have to try to 
work that out. 
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Senator Rosertson. Of course, you have this to bear in mind: that 
if there is no criminal offense it eliminates penalties that sometimes 
amount to one-third or one-half of the original assessment. 

Secretary Snyper. That is right. 

Senator Ronerrson. When you prove fraud you impose penalties. 

Secretary Snyper. We could just cut down and get the tax assess- 
ment with the civil penalties. We would cut down the work ma- 
terially in that way. When we have to go in and prove the criminal 
intent and fraud side, it involves a great deal of work. 

Senator Sautonstrauu. Boiled down, Mr. Secretary, the work of this 
subcommittee, assuming that we were reasonably right in our ap- 
propriations last year, “will come to deciding how much additional 
money the Treasury Department needs in the collection of taxes. 
You have — for $52 million more, of which $24 million is salary in- 
creases: so, that leaves $28 million. 


ENFORCEMENT ACTIVITIES 


On the other hand, you have asked for new money of $20,600,000 
in the wagering field, and an increase of $13,900,000 for racketeering. 
So, our principal job and our decisions will have to come to a large 
extent right on that question; is that right ? 

Secretary Snyper. I think so. I think that the Bureau’s repre- 
sentatives when they come, will explain to you why that increase is 
going to be necessary in those particular areas. 

Senator SALTonstaLL. You, as the Secretary of the Treasury, be- 
lieve that proper administration will take $20,600,000 of new money to 
enforce that wagering law ? 

Secretary Snyper. That is our belief. 

Senator SarronstaLy. That is just a broad estimate because you 
have no experience / 

Secretary Snyper. That is correct. 

Senator Sauronstaui. On the other hand, so far as the racketeer- 
ing is concerned—— 

Secretary Snyper. We have some cumulative experience. 

Senator SALTONSTALL. You have some cumulative experience; and, 
with the additional amount of work that has been done in that, then 
your side of it under the present law would be, in your opinion, such as 
to justify an increase of approximately $12,000, 000? 

Secretary Snyper. I think we have sufficiently built up experience 
to show that it is going to take that additional amount to do this job 
in the fashion that seems to be necessary at this time to assure the 
public that we are going after these people with a vigorous, firm 
policy. 

ESTIMATED REVENUE 


Senator Roperrson. Mr. Secretary, if you are going to spend $20 
million enforcing the law against gamblers, how much do you expect 
to collect from them? 

Secretary Snyper. It was estimated to run eventually at the rate 
of about $300 million a year; was it not? 

Mr. Lyncu. That was the estimate. 

Secretary Snyper. How is it running? 
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Mr. Lyncu. It is running far short of that, but it is to be expected 
that with this type of new tax it will take some time to set up the 
necessary enforcement processes. 

Secretary Snyper. Do we have any figures at this time of the 
amounts that are coming in, so we could arrive at an estimate / 

Mr. Lyncu. I do not have them here, but I am sure the Bureau has 
them. [Collections are estimated at $50 million in the last 6 months 
of fiscal year 1952, and $200 million in the fiscal year 1953. | 

Senator Rozserrson. There have been newspaper reports that the 
gamblers will not take out a license. Some of them said that they 
would not. My feeling has been that what you have been getting 
from this has fallen way below estimates. 

Secretary Snyper. I have just been told that the Bureau will have 
prepared for you the up-to-date figures on that experience. 

Senator Ecron. Mr. Secretary, are not the beneficial effects of 
this wagering law derived more from the psychological effect of hav- 
ing a law rather than your ability to proceed and investigate and en- 
force the law to the maximum limits? 

Secretary Snyper. That and the racketeer both are in that category. 

Senator Ecron. It seems to me that even though it is the law the 
Congress has asked your Department to do something that is prac- 
tically physically and humanly impossible. 

Secretary Snyper. We were most reluctant to get that respons- 
ibility, as you know, but when Congress gave it to us we undertook it 
with the fullest energy possible. 

Senator Ropertson. | wish you would put in the record at this 
point what this law is and whether that puts an official stamp of 
approval on the enterprise. What is the law and to what extent does 
the Government recognize the legality of what is done? 

Secretary Snyper. I thought the Congress decided that, when they 
passed it, they went into that angle, Mr. Chairman, pretty thoroughly. 
You have given the Treasury a job to do, and I will have to look at 
it and serutinize it very carefully before I will say that I do not 
think jt is a proper law. 

Senator Rogerrson. You said you expected a revenue of $300 
million ¢ 

Secretary Snyper. The people who proposed the bill estimated 
that. 


WAGER LAW ENFORCEMENT PROBLEMS 


Senator Rozertson. I know, but what is the bill? How are you 
going to get $300 million? What is the tax? Let us get it in the 
record. What is the law which you want $24 million to enforce ? 

Secretary Snyper. I just wanted to bring out that this was not a 
Treasury proposal. 

Senator Ropertson. I voted against it because Senator Kefauver 
and some of the others who spent a lot of time on it thought this 
would put the Federal Government in the position of legalizing an 
illegal transaction which is outlawed in every State except maybe 
Nevada. 

Secretary SNypER. We thought it was a peculiar law. 

Senator Ecron. I might make a reference to punch boards. Punch 
boards are legal in my State, and everybody had a punch board, and 

94650—52——2 
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they bought licenses. It brought in $550,000 to the State treasury. 
Now, then, since we passed this law most of them are saying that 
they are not even going to fool with it; that we do not want to list 
our employees as gamblers, so we are not going to handle punch 
boards. 

Conesequently, you are not going to get any tax from those people, 
and our State is not going to get any license money under the law. So, 
everybody is mad and nobody g gains, it seems to me, as far as the law 
applies to my home State. 

Senator Roserrson. Well, for the purpose of presenting a complete 
record on this discussion, I will read into the record at this point 
a portion of section 3285 of the last tax bill. ; 

Wacers. There shall be imposed on wagers, as defined in subsection (b), an 
excise tax equal to ten per centum of the amount involved. 

That is the essence of the thing involved. 

Secretary Snyper. It is m: aking us policemen to enforce a tax on 
something that is generally illegal. It is really a pretty tight rope to 
walk, 

Senator SarronstaL. What you say, Mr. Secretary, just keeping to 
broad principles, is this: (1) So far as this wagering law is concerned, 
the law has been put on the books and you are going to do your best 
to enforce it. You believe it will be a difficult job to enforce because 
it is an illegal thing? 

Secretary Snyper. That is correct. 


PROSECUTION OF RACKETEERS 


Senator SarronstTaLtyL. So far as the racketeering is concerned, the 
$13.9 million is concerned, you believe that under the present law that 
that is necessary for the Treasury to do the job. Should the law be 
changed with relation to the Treasury’s position, with relation to the 
prosecution of racketeers ? 

Secretary Snyper. On the racketeer side we have pretty good 
grounds to show you actually what this increase is for, Senator. It 
is to put back into our regular enforcement group the people that. we 
took out to set up this racketeer squad. We know what we have done 
there. We have actually lifted those people out of the regular en- 
forcement sections of the Bureau’s operation. 

What we are trying to do is to build back our enforcement force to 
where it was before we put on this intensified racketeer campaign. 

Senator Rorertson. That is not in the new law ? 

Secretary Snyper. That is not in the new law; that is the old law. 

Senator Rorerrson. You got Capone on that, for instance? 

Secretary Snyper. Yes. I am not recommending any change in 
that. I think that is a part of the law that is necessary for the psy- 
chological effect it has on the people from the standpoint of realizing 
that they are not going to be asked to pay assessments that a racketeer 
could manage to avoid. paying. 

Senator SauronstaLL. So far as the law is concerned, you take no 
responsibility for the wagering law. You believe that the other law, 
so far as the Treasur Vv Departme nt is concerned, is correct ? 

Secretary Snyper. Yes, sir. 
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Senator SattonsTaLL. What you have done so far as the racketeer- 
ing is concerned is to move some of your people out of their regular 
work and now you are moving them back to their regular work ¢ 


AMOUNT REQUESTED FOR RACKETEER ENFORCEMENT WORK 


Secretary Snyper. If we get these funds. 

Senator SALTONSTALL. $13.9? 

Secretary Snyper. Yes, sir. 

Senator Ropertson. Pe rsonally, I think it is import int to see that 
you get the racketeers because you are just enforcing the income-tax 
} aws against a bunch of crooks who will not keep books, who are mak- 
ing millions of dollars and will not pay. 

Secretary Snyper. We agree and are in thorough accord. 


NUMBER OF EMPLOYEES TO BE ADDED 


Chairman McKetiar. How many additional employees will it take, 
Mr. Secretary ¢ 

Secretary Snyper. We have transferred about 2,400 out of the 
normal enforcement activities into this racketeer squad. 

Senator MAaypank. You have replaced those 2,400 4 

Secretary Snyper. No; that is what we want to do with these addi- 
tional funds. 

Senator Ronerrson. The Senator from Massachusetts? 


REORGANIZATION OF INTERNAL REVENUE BUREAU 


Senator SaLronsraLL. While the Secretary of the Treasury is a 
witness, I would appreciate very much from the Secretary a statement 
with relation to the collectors. We have had difficulties in Boston 
and we have had difficulties elsewhere. What is the opinion of the 
Secretary with relation to the present efficiency of the collectors? 
What could be done? What in his opinion, from an administrative 
point of view, is the situation at the present time 

Secretar ry Snyper. Well, we of course, are advoc ating Reorganiza- 
tion Plan No. 1, and it has been approved by the House. It would 
aid us in heciy up a streamlined organization if the plan is approved 
by the Congress or permitted to go into effect. Aside from that ad- 
ministre atively, we have taken a great number of steps to improve 
the general operation of the Bureau and to remove the temptations 
and likelihood of deviations on the part of the employees of the 

sureau. 

Chairman McKeniar. How much will it cost to replace these men 
in a year, and how much additional revenues do you expect or esti- 
mate you will get? 

Secretary Snyper. From what? 

Chairman McKetxar. If you put on an additional group of men, 
how much will it cost and how much additional revenue do you expect 
from these racketeers and others? 

Secretary Snyper. The racketeers, as [ had just explained to the 
committee before you came in 

Chairman McKetbar. I did not hear it. 
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Secretary Snyper. I am glad to repeat it. It is a very costly opera- 
tion and the Bureau’s representatives can furnish figures that will 
show that we can do well in the long run, including the criminal side 
of it. However, it isa pretty expensive operation, but it is a necessary 
ene as we see it for the whole morale of the taxpayer—the honest tax- 
payer—to feel that everybody is going to pay the same taxes that he is. 

We have estimated what this ] program will cost and the Bureau's 
representative will be prepared to advise your committee as to what 
those costs are. 

Chairman McKetrar. It seems to me that the Treasury Department 
has made an unusual record in collecting the revenue, and I am frank 
to tell you that. At the same time, we ‘do not want to have so many 
employees that the record will be interfered with. 


COST TO COLLECT REVENUES 


Secretary Snyper. For your information—Senator Saltonstall, I 
will get back to your question in a moment—I think it is important 
to tell you that with this appropriation that we are asking today and 
our estimated revenues under present tax laws, we expect ‘the costs of 
operation, of the collection of revenue, to run at the rate of forty-four- 
one-hundredths of 1 percent, forty-four-one-hundredths of 1 percent. 

There has never been in the history of the Internal Revenue De- 
partment but 4 years that have bettered that record, and that is 1918, 
1944, 1945, and 1946. Those are the only 4 years since 1866 that a 
lower cost of collecting revenues has been evident. So I think that is 
an indication to you of the efficiency of the Bureau in the collection of 
the revenue. 

Chairman McKetriar. I think everybody understands that the 
Treasury Department has made a fine record, but to put on so many 
additional employees at once at a cost of about $15 million—is that 
what you said? 

Secretary Snyper. Around $13 million. 

Chairman McKetiar. $13 million. Iam just wondering if you can 
make that same record ¢ 

Secreary SNyDER. We expect to make that record with those people 
added. We are including those in the figure I just gave you. They 
are included in the forty- four-one-hundredths of 1 percent. 


FUNDS FOR ADDITIONAL EMPLOYEES 


Senator Ecron. In that connection, Mr. Secretary, the President 
asked in his budget an early approval of a supplemental appropria- 
tion measure for an additional 7,000 employees in 1952? 

Secretary Snyper. That is included in this. 

Senator Ecron. That is what I want to ask. Does this estimate 
cover those 7,000 that will be carried over into 1953? 

Secretary Snyper. They are included in these figures we are pre- 
senting today. They do not include any additional for the reorganiza- 
tion plan. We are going to try to work that reorganization plan out 
within the framework of the present personnel organization. 

Senator Ecron. If they are in this bill why is it necessary to recom- 
mend an additional supplemental, if that amount is in this bill? 
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Mr. Parsons. The supplemental comes in in this way. This budget 
will become effective July 1, 1952. The supplemental, which is men- 
tioned in the budget, will be submitted to the Congress in the next 
month or two and will authorize the starting of the recruitment of 
that personnel in advance of July 1, 1952. 

Secretary Snyper. It will start an earlier building up. 

Senator Ecron. I see. 

AVERAGE SALARIES 


Chairman McKettar. What is the average amount of salary for the 
7,000 people ? 

Secretary Snyper. Around $5,000. 

Chairman McKetiar. We want to help you in every way in the 
world, but we are in a close place. 

Secretary Snyper. We want to furnish you with all the informa- 
tion that we possibly can. 

Chairman McKeuiar. We want to keep as close a parity between 
income and outgo and I know you feel that way, too. 

Secretary Snyper. Definitely. 


COLLECTORS OF INTERNAL REVENUE 


Senator Savronstaty. I would appreciate it very much if you 
would go into this collectors’ system a little bit, whether you are satis- 
fied with the present collectors, whether the opportunities for them 
to do an outside business which has all come into the problems that 
have arisen in the last few months, and your general attitude of mind 
toward the collector system. 

Secretary Snyper. The collector’s job has grown to the point that 
I am convinced that he must not have outside activities. It is a full- 
time job, and the collector should devote his full time to the collection 
of revenue. I reached that conclusion some time ago, and since De- 
cember of 1950 it has been a requirement that any new collector that 
is appointed will devote his entire time to the revenue-collecting oper- 
ation and would have no outside connections that would interfere 
with his duties as collector of internal revenue. 

Chairman McKeuiar. Have many of them been engaged in out- 
side employment ? 

Secretary SNyper. Mr. Chairman, when these positions were first 
set up it was understood that the collector could have outside interests 
because the collector’s job was one requiring not a great deal of his 
time. When this system was first set up, the collector was appointed 
because of his standing in the community and the thought was that 
his leadership would make the payment of a new type of tax less 
onerous. His job was largely one of simply receiving the returns and 
the revenues and sending them in to Washington. It was a simple job. 

As the size of our tax structure has grown in volume and in greater 
coverage, complexities have entered into the tax system. These have 
brought greater problems and greater burdens as well as a require- 
ment for greater administrative capacity on the part of the collector. 
It has resulted in a greater workload for him, as handling all of these 
larger problems that have come about through our expanding tax 
program means he has more administrative duties. 
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It has reached the point in the past several years where it is a big 
job now and not one commensurate at all with 10 or 15 years ago. 

Chairman McKetxar. I agree with you on that. 

Now, as I see here, you w ish an appropriation of about $28 million 
to pay these extra employees so as to get from lawbreakers and others 
a larger sum of taxes, that they ought to pay, and I think that that is 
very ‘commendable, but what do we get now from those lawbreakers, 
and what do you anticipate we would get if this law was passed? 


INCREASED PERSONNEL IN ENFORCEMENT SECTION 


Secretary Snyper. To show you the value of increased personnel in 
the enforcement work, we can compare the amount of revenue col- 
— over and above what appeared in the original returns. Five 

“ars ago, that amounted to somewhere around $1.8 billion. For the 
last few years, because of the increased efficiency of operation in the 
Bureau, we have been able to put more people into the enforcement 
work and as a result we have collected approximately $1.9 billion 
a year in additional revenue over and above that which came in with 
the returns. That was done through our ability to audit more returns 
and through our ability to run down more nonreporting profit 
making. 

Chairman McKetrar. At the same rate with the same force? 


OPERATIONAL EFFICIENCY 


Secretary Snyper. That is correct. We have been able to relieve 
people from manual jobs through efficient operation and take those 
people and put them over into the enforcement work. Through 
mechanization, through improvement of processes, through better 
tax-return forms, through things of that sort, we have improved the 
operation during the past 5 years. 

For instance, in one single year, 1949, we have a recorded savings 
in manual operations of over 1 million man-hours. We took those 
million man-hours and put them over into the more productive ac- 
tivities of which enforcement was a large part. As a result of that, 
we have greatly increased the amount of taxes we have been able to 
go out and assess in addition to the original filing. We do not think 
we have reached the point of diminishing returns yet by far with the 
extra people that we can put on enforcement work because the per- 
centage of the returns that we can audit and check is extremely small in 
proportion to the number that are filed. 

In the fiscal year 1940 we had approximately 19.2 million tax re- 
turns to deal with. For the fiscal year 1951 that moved up to around 
82.6 million returns, so you can see the tremendous workload that has 
been accumulated by this larger tax program that we are now ad- 
ministering. 


REORGANIZATION PLAN OF INTERNAL REVENUE BUREAU 


Senator Ropnertson. Mr. Secretary, would you object to inserting 
in the record at this point or at the end a summary of this reorganiza- 
tion plan that you have mentioned and the President’s comment ? 

Secretary Snyper. | have it prepared for you, and I will be de- 
lighted to attach it; ves, sir. 
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Senator Ropertson. That will be done. 
(The information referred to is as follows :) 


PRESIDENT’S COMMENTS ON REORGANIZATION PLAN 


To the Congress of the United States: 

I transmit herewith Reorganization Plan No. 1 of 1952, prepared in :ccord- 
ance with the Reorganization Act of 1949 and providing for reorganizations in 
the Bureau of Internal Revenue of the Department of the Treasury. 

A comprehensive reorganization of that Bureau is necessary both to increase 
the efficiency of its operations and to provide better machinery for assuring 
honest and impartial administration of the internal-revenue laws. The reorgan- 
ization plan transmitted with this message is essential to accomplish the basic 
changes in the structure of the Bureau of Internal Revenue which are neces- 
sary for the kind of comprehensive reorganization that is now required. 

By bringing additional personnel in the Bureau of Internal Revenue under the 
merit system, Reorganization Plan No. 1 likewise removes what the Commission 
on Organization of the Executive Branch of the Government described as “one 
of the chief handicaps to effective organization of the Department * * *,” 

It is my determination to maintain the highest standards of integrity and 
efficiency in the Federal service. .While those standards have been observed 
faithfully by all but a relatively few public servants, the betrayal of their trust 
by those few demands the strongest corrective action. 

The most vigorous efforts are being and will continue to be made to expose 
and punish every Government employee who misuses his official position. But 
we must do even more than this. We must correct every defect in organization 
that contributes to inefficient management and thus affords the opportunity for 
improper conduct. 

The thorough reorganization of the Bureau of Internal Revenue which TI 
propose will be of great help in accomplishing all of these ends. It is an 
integral part of a program to prevent improper conduct in public service, to 
protect the Government from insidious influence peddlers and favor seekers, to 
expose and punish wrongdoers, and to improve the management and efficiency 
of the executive branch. 

I am confident that the Congress and the public are as deeply and earnestly 
concerned as I am that the public business be conducted entirely upon a basis 
of fairness, integrity, and efficiency. I therefore hope that the Congress will 
give speedy approval to Reorganization Plan No. 1, in order that we may move 
ahead rapidly in achieving the reorganization of the Bureau of Internal Revenue. 

The task of collecting the internal revenue has expanded enormously within 
the past decade. This expansion has been occasioned by the necessary addi- 
tional taxation brought on by World War IIL and essential postwar programs, 
In fiscal year 1940, tax collections made by the Bureau of Internal Revenue 
were slightly over 514 billions of dollars; in 1951, they totaled almost 5014 
billions. In 1940, 19 million tax returns were filed: in 1951, 82 million. In 1940, 
there were 22,000 employees working for the Bureau; in 1951, there were 
57,000. 

Throughout this tremendous growth, the structure of the revenue-collecting 
organization has remained substantially unchanged. The present field structure 
of the Bureau of Internal Revenue is comprised of more than 200 field offices 
which report directly to Washington. Those 200 offices carry out their functions 
through more than 2,000 suboflices and posts of duty throughout the country. 
The Washington office now provides operating supervision, guidance, and con- 
trol over the principal field offices through 10 separate divisions, thus further 
adding to the complexities of administration. 

Since the end of World War II, many procedural improvements have been 
made in the Bureau's operations. The use of automatic machines has been 
greatly increased. The handling of cases has been simplified. One major ad- 
vance is represented by the recently completed arrangements to expedite crim- 
inal prosecutions in tax-fraud cases. In these cases, field representatives of 
the Bureau of Internal Revenue will make recommendations for criminal pros- 
ecutions directly to the Department of Justice. These procedural changes have 
increased the Bureau's efficiency and have made it possible for the Bureau 
to carry its enormously increased workload. However, improvements in pro- 
cedure cannot meet the need for organizational changes. 
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art of the authority necessary to make a comprehensive reorganization was 
provided in Reorganization Plan No. 26 of 1950, which was one of several uni- 
form plans giving department heads fuller authority over internal organizations 
throughout their departments. The studies of the Secretary of the Treasury 
have culminated since that time in a plan for extensive reorganization and 
modernization of the Bureau. However, his existing authority is not broad 
enough to permit him to effectuate all of the basic features of the plan he has 
developed. 

The principal barrier to effective organization and administration of the 
Bureau of Internal Revenue which plan No. 1 removes is the archaic statutory 
office of collector of internal revenue. Since the collectors are not appointed 
and cannot be removed by the Commissioner of Internal Revenue or the Secre- 
tary of the Treasury, and since the collectors must accommodate themselves to 
local political situations, they are not fully responsive to the control of their 
superiors in the Treasury Department. Residence requirements prevent moving 
a collector from one collection district to another, either to promote impartial- 
ity and fairness or to advance collectors to more important positions. Uncer- 
tainties of tenure add to the difficulty of attracting to such offices persons who 
are well versed in the intricacies of the revenue laws and possessed of broad- 
gaged administrative ability. 

It is appropriate and desirable that major political offices in the executive 
branch of the Government be filled by persons who are appointed by the Presi- 
dent by and with the advice and concent of the Senate. On the other hand, 
the technical nature of much of the Government's work today makes it equally 
appropriate and desirable that positions of other types be in the professional 
eareer service. The administration of our internal revenue laws at the iocal 
level calls for positions in the latter category. 

Instead of the present organization built around the offices of politically 
appointed collectors of internal revenue, plan No. 1 will make it possible for 
the Secretary of the Treasury to establish not to exceed 25 district offices. [Each 
of these offices will be headed by a district commissioner who will be 1espon- 
sible to the Commissioner of Internal Revenue and will have full responsibility 
for administering all internal-revenue activities within a designated area. In 
addition, all essential collection, enforcement, and appellate functions can be 
provided for in each local area and under one roof so far as is practicable. It 
is not proposed to discontinue any essential facilities which now exist in any 
local areas. Rather, the facilities will be extended and the service to tax- 
payers improved. These new arrangements should make it possible for the 
individual taxpayer to conduct his business with the Bureau much more con- 
veniently and expeditiously. 

In addition to making possible greatly improved service to the taxpayer, the 
establishment of the district offices will provide opportunity in the field service 
of the Bureau of Internal Revenue for the development of high caliber admin- 
istrators with experience in all phases of revenue administration. These offices 
will be the backbone of a modern streamlined pattern of organization and 
operations with clear and direct channels of responsibility and supervision from 
the lowest field office to the Commissioner, and through him to the Secretary 
of the Treasury. The creation of this new framework of district offices is a 
necessary step in carrying out the over-all reorganization of the Bureau. 

Plan No. 1 also makes it possible to provide a new framework of supervisory 
offices in the headquarters of the Bureau of Internal Revenue. Under plan No. 
1, the offices of Deputy Commissioner, Special Deputy Commissioner, and As- 
sistant Commissioner are abolished. Three Assistant Commissioners, all in 
the classified civil service, are authorized, and will be available to perform 
such functions as may be assigned to them. The intention of the Secretary of 
the Treasury under the comprehensive reorganization is to utilize one Assistant 
Commissioner to assist the Commissioner of Internal Revenue in supervising 
the operations of the district offices, another Assistant Commissioner to aid 
in the preparation of technical rulings and decisions, and the third Assistant 
Commissioner to supervise for the Commissioner the inspection activities of the 
3ureau. 

Two additional advantages will be obtained when the reorganization around 
this new framework is completed. 

First, the strong inspection service which the Secretary is establishing will 
keep the work of the Bureau under close and continuous observation. Working 
under the direct control of the Commissioner of Internal Revenue, it will be 
responsible for promptly detecting and investigating any irregularities. 
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Second, the new pattern of organization will strengthen and clarify lines of 
responsibility throughout the Bureau, thus simplifying and making more effec- 
tive and uniform the management control of the organization. This is essential 
in any effort to provide our principal revenue collection agency the best possible 
administration. 

In order to eliminate Presidential appointment and senatorial confirmation 
with respect to the Assistant General Counsel for the Bureau of Internal 
Revenue, and in order to provide a method of appointment comparable to that 
obtaining in the case of other assistant general counsel of the Department of 
the Treasury, plan No. 1 abolishes that office and provides in lieu thereof a 
new office of Assistant General Counsel with appointment under the classified 
civil service. 

The success of the reorganization of the Bureau of Internal Revenue will to 
a considerable extent depend upon the ability to attract the best-qualified per- 
sons to the key positions throughout the Bureau. In order to do so, it is neces- 
sary to make provision for more adequate salaries for such key positions. 
Plan No. 1 establishes in the Bureau of Internal Revenue a maximum of 70 offices 
with titles determined by the Secretary of the Treasury. Those offices are in 
addition to the offices with specific titles also provided for in plan No. 1 and 
to any positions established under other authority vested in the Department of 
the Treasury. The compensation of these officials will be fixed under the 
Classification Act of 1949, as amended, but without regard to the numerical 
limitations on positions set forth in section 505 of that act. This provision will 
enable the Chairman of the Civil Service Commission, or the President, as the 
case may be, to fix rates of pay for those offices in excess of the rates established 
in the Classification Act of 1949 for grade GS-15 whenever the standards of the 
classification laws so permit. 

All organizational changes under plan No. 1 will be put into effect as soon 
as it is possible to do so without disrupting the continued collection of revenue. 
Plan No. 1 will in any event be effective in its entirety no later than December 
1, 1952. 

The taking effect of the reorganizations provided for in Reorganization Plan 
No. 1 of 1952 will make possible many benefits in improved organization and 
operations which may be expected to produce substantial savings in future 
years. Those savings should not be expected to be reflected in an immediate 
reduction in expenditure by the Bureau of Internal Revenue but in an improved 
service to the public and a more efficient collection of revenue. 

It should be emphasized that abolition by plan No. 1 of the offices of collectors 
and others will in no way prejudice any right or potential right of any tax- 
payer. The abolition of offices by plan No. 1 will not abolish any rights, privi- 
leges, powers, duties, immunities, liabilities, obligations, or other attributes of 
those offices except as they relate to matters of appointment, tenure, and com- 
pensation inconsistent with plan No. 1. Under the Reorganization Act of 1949, 
all of these attributes of office will attach to the office to which the functions 
of the abolished office are delegated by the ‘Secretary of the Treasury. 

After investigation, I have found and hereby declare that each reorganization 
included in Reorganization Plan No. 1 of 1952 is necessary to accomplish one or 
more of the purposes set forth in section 2 (a) of the Reorganization Act of 
1949, 

I have found and hereby declare that it is necessary to include in the accom- 
panying Reorganization Plan No. 1, by reason of reorganizations made thereby, 
provisions for the appointment and compensation of the officers specified therein. 
The rates of compensation fixed for these officers are not in excess of those 
which I have found to prevail in respect of Comparable officers in the executive 
branch. 5 

I cannot emphasize too strongly the importance which should be attached 
to the reorganization plan that I am now transmitting to the Congress. The 
fair and efficient administration of the Federal internal revenue laws is of 
vital concern to every citizen. All of us have a right to insist that the Bureau 
of Internal Revenue be provided with the finest organization that can be devised. 
All of us are entitled to have that organization manned by personnel who get 
their jobs and keep them solely because of their own integrity and competence. 
This reorganization plan will be a major step in acheiving those objectives. 

Harry S. TRUMAN. 

Tue Warte Howse, January 14, 1952. 
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REORGANIZATION PLAN NO. 1 OF 1952 
BUREAU OF INTERNAL REVENUE 


SECTION 1. Abolition of existing offices —There are abolished the offices of 
Assistant Commissioner, Special Deputy Commissioner, Deputy Commissioner, 
Assistant General Counsel for the Bureau of Internal Revenue, Collector, and 
Deputy Collector, provided for in sections 3905, 3910, 3915, 3931, 3941, and 3990, 
respectively, of the Internal Revenue Code. The provisions of the foregoing sen- 
tence shall become effective with respect to each office abolished thereby at such 
time as the Secretary of the Treasury shall specify, but in no event later than 
December 1, 1952. The Secretary of the Treasury shall make such provisions 
as he shall deem necessary respecting the winding up of the affairs of any officer 
whose office is abolished by the provisions of this section. 

Sec. 2. Establishment of new offices —(a) New offices are hereby estab- 
lished in the Bureau of Internal Revenue as follows: (1) three offices each of 
which shall have the title of “Assistant Commissioner of Internal Revenue,” 
(2) so many offices, not in excess of 25 existing at any one time, as the Secre- 
tary of the Treasury shall from time to time determine, each of which shall have 
the title of “District Commissioner of Internal Revenue,” and (38) so many other 
offices, not in excess of 70 existing at any one time, and with such title or tit'es, 
as the Secretary of the Treasury shall from time to time determine. 

(b) There is hereby established in the Department of the Treasury a new 
and additional office which shall have the title “Assistant General Counsel.” 

Sec. 3. Appointment and compensation.—Each assistant commissioner and dis- 
trict commissioner, the assistant general counsel, and each other officer provided 
for in section 2 of this reorganization plan shall be appointed by the Secretary 
of the Treasury under the classified civil service and shall receive compensa- 
tion which shall be fixed from time to time pursuant to the classification laws, 
as now or hereafter amended, except that the compensation may be fixed with- 
out regard to the numerical limitations on positions set forth in section 505 of 
the Classification Act of 1949, as amended (5 U. S. C. 1105). 

Sec. 4. Transfer of functions—There are transferred to the Secretary of 
the Treasury the functions, if any, that have been vested by statute in officers, 
agencies, or employees of the Bureau of Internal Revenue of the Department 
of the Treasury since the effective date of Reorganization Plan No. 26 of 1950 
(15 F. R. 4985 


SECRETARY SNYDeER'’s STATEMENT ON REORGANIZATION PLAN FOR THE BUREAU OF 
INTERNAL REVENUE 


I should like to turn now for a few minutes to the reorganization plan for the 
Bureau of Internal Revenue. The revenue system of this country, Which is 
based on self-assessment and yoluntary payment, is an essential foundation of 
our integrity as a nation, and of our ability to survive as a free, independent 
people. The one priceless ingredient of that system is the cooperation of our 
individual citizens in the provision of the revenues, Every one of us has a clear 
obligation to see that our great voluntary tax system is not undermined by cor- 
ruption, favoritism, influence peddling, or any other misuse of the democratic 
processes as they are reflected in tax collection and tax payment. It is with 
this in mind that we are moving to correct the developments relating to breach 
of trust on the part of some employees of the Bureau of Internal Revenue. The 
reorganization program, I am convinced, will help to fortify the confidence of 
taxpayers in the integrity and competence of Bureau personnel, at every level 
of responsibility. ° 

Without discussing the reorganization plan in detail, I should like to review 
the primary purposes of the program, and the measures which we propose for 
putting them into effect. Four major changes in Bureau structure and policy 
are involved. These are: 

(1) We propose to make the Bureau of Internal Revenue a blue-ribbon career 
service. All positions under the Commissioner will be filled through the Civil 
Service Commission and on the basis of the civil service merit system. This will 
make it possible to put into effect and maintain the highest standards of com- 
petence, integrity, and loyalty throughout the Bureau. 

(2) An inspection service independent of the operating services is to be created 
which will provide a continuing check on a day-to-day basis of the performance 
and conduct of all Bureau employees. This service will function independently 
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of the rest of the Bureau under an Assistant Commissioner whose entire duties 
and responsibilities will be concerned with the supervision and operation of the 
inspection branch. 

(3) Full responsibility for all tield activities in a given geographical district 
will be placed under a district Commissioner who will have a clear and direct line 
of authority and accountability to the Commissioner in Washington. In this 
way, it will be possible to streamline and greatly improve the efficiency of the 
immense operations necessarily involved in the collection of the revenues and the 
enforcement of revenue legislation. 

(4) Improved service and greatly facilitated Opportunities for dealing with 
specific problems will be provided the taxpayer, since he will be able to look to 
the District Commissioner or his local representative as the official in complete 
charge of all Federal tax matters in a given locality. 

First, I should like to discuss briefly our plan for strengthening the career 
service features of the Bureau. It is proposed that the offices of the 64 collectors 
of internal revenue be abolished. All positions in the Bureau will be filled by 
Civil Service, except that of the Commissioner of Internal Revenue, who will be 
appointed by the President by and with the advice and consent of the Senate. 
The Commissioner is responsible for the formulation of top policy with respect 
to tax administration and hence his position is exempt from Civil Service. 

Our purpose in strengthening the career service is to achieve an organization 
in which the key positions will carry the authority, the responsibility, and 
the salaries necessary to attract and hold the highest type of trained public 
servant. All officials and other employees of the Bureau of Internal Revenue 
would obtain and keep their duties and responsibilities under merit standards 
and performance tests which take no account of political affiliation. There will 
be no blanketing into civil service of those now holding non-civil-service ap- 
pointments. Like other officers and employees of the Bureau, all present non- 
civil-service appointees will be eligible for employment or the holding of office 
only if they meet the standards set forth by the Civil Service Commission and 
only if another oflicer or employee or applicant meeting Civil Service Commission 
requirements does not appear to be better qualified for the job. 

In addition to strengthening the career service, the reorganization plan, as 
. have noted, proposes the institution of an independent inspection service, 
the placing of full responsibility for all field activities under a district com- 
missioner, and the provision of improved service to the taxpayer within his own 
area. With respect to these last three purposes, in particular, I should like to 
emphasize the fact that the program is based on a realistic appreciation of 
the need for providing effective Government service first and foremost at the 
local level. If we are to have adequate tax collection and enforcement, the 
taxpayer must have direct access to responsible officials of the Revenue Bureau 
in his own area: and the local arm of the service, in turn, must be under continual 
scrutiny as to the quality and integrity of its service and must have an adequate 
degree of authority and responsibility in dealing with taxpayers and tax problems 
in a given district. 

The inescapable fact is that revenue collection has become far too big a 
business for its many comples and diversified operating activities in the field 
to receive effective direct supervision and coordination from Washington. 
Before World War II—in 1940—the Bureau collected about $5 billion of revenue. 
This was a tremendous sum. But in the fiscal year which ended on June 30, 
1951. the Bureau collected over $50 billion in taxes and other payments and 
received and processed some 82 million tax returns. Internal revenue collections 
in New York State alone amounted to over $9 billion in that year—considerably 
greater than the country-wide total in 1940. 

In fact, in terms of dollars collected, number of taxpayers, methods of collection, 
types of levies imposed, complexity of statutory provisions—or any other aspect 
that may be considered—the tax system of today bears scarcely no resemblance 
to that of 1940. In contrast, the basie structure of the internal revenue service 
has undergone only minor modifications since that date. ‘The growth of the 
Bureau has been accomplished by distributing additional personnel, new respon- 
sibilities, and new operating functions over the old organizational framework. 

The first change in organizational structure which is evidently required as 
a result of these developments is an independent and strongly staffed inspection 
service, organized by districts, but entirely separate in line of authority from 
the district operating offices of the Bureau. It is proposed that this service 
would have both the responsibility and the authority for detecting and investi- 
gating any irregularities, and would operate under an Assistant Commissioner 
whose entire duties would be concerned with the inspection of Bureau operations, 
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The civil service individual who would hold this high-level office would be 
completely and independently responsible for assuring the Bureau’s integrity. 
He would organize and establish field inspection offices in each of the areas 
covered by the offices of district commissioners. He would establish inspection 
policies and programs insuring adequate audits of all Bureau accounts and 
records, thorough appraisals of efficiency of all operating activities, and inten- 
sive investigations of employee conduct. These reforms will provide a sound 
system to insure the integrity and honesty of all officials and employees in the 
Bureau of Internal Revenue. 

In addition to the creation of an independent inspection service, the growth 
in revenue operations clearly calls for the delegation to district officials of 
authority and responsibility for operating activities. Under the proposed plan, 
there will be no more than 25 district commissioners. The district Ccommis- 
sioners, under the direction of the Assistant Commissioner (Operations), will 
have complete jurisdiction within their respective areas of the following duties 
incident to the assessment and collection of taxes: (a) Distribution of all tax 
forms and notices; (b) receipt, audit, and investigation of all classes of tax 
returns; (c) tax fraud work; (d) canvass for delinquent returns; (c) assess- 
ment and collection of taxes; (f) inspection of the production of distilled spirits 
and tobacco; (g) the handling of all appeals from proposed assessments. 

As a part of the plan for decentralization of operating activities, I announced 
on January 8 the establishment of revised procedures to expedite the prosecu- 
tion of criminal tax-evasion cases. Under the new procedure, such cases no 
longer will be required to come to Bureau headquarters in Washington for review, 
but will be referred directly from the field by the district penal attorney of 
the Bureau of Internal Revenue to the Department of Justice. The Attorney 
General has agreed to cooperate fully in expediting such cases under the new 
procedure. 

The entire decentralization program means in effect that the district com- 
missioner will supervise the presently widely scattered functions currently 
performed by the collector, the revenue agents, the special agents, the alcohol 
tax inspectors and investigators, and the members of the appellate staff. The 
plan provides a practical basis for complete coordination of all tax-collection 
functions at the local level. 

The district commissioners will carry out their responsibilities through direct 
line officer control over deputy district commissioners, with at least one such 
officer for each State, and in the more populous States more than one. The 
boundaries of the new collection districts will be based on an equitable distri- 
bution of the volume of tax returns filed in various parts of the country, using 
the fiscal year 1951 as a guide, and on other relevant factors, such as the 
geographical proximity of groups of collection districts to accessible cities 
chosen as headquarters. 

This decentralization of function and authority will make it possible to con- 
solidate the audit and investigation of all classes of tax returns under one 
head in each area, thereby resulting in more equitable and uniform enforcement 
of each of the separate classes of taxes. It will establish a uniform appellate 
procedure for all classes of taxes, and will provide legal staff service in all 
principal offices. It will make possible a better utilization of personnel since 
transfers, reassignments, ete., can be made by the district commissioner as 
among all classes of tax work within his area. It will be possible, also, to 
make more efficient use of manpower through the centralization at the district 
commissioner’s level of certain mass operational jobs—such as tax accounting 
work—common to each of the present local offices. The new alinement will 
also mean considerable savings in maintenance costs through the elimination 
of certain duplicating positions now required in connection with the separate 
field services; through the consolidation of files; through savings of rental and’ 
library costs which can be realized by combining offices; through the better 
physical office lay-outs which will be possible under the new plan; and through 
a reduction of travel time of examiners as a result of the combined examination 
policy. 

Finally, I should like to review briefly some of the ways in which the fourth 
purpose of the reorganization plan—improved service and greater convenience 
to the taxpayer—will be served by the proposed program. First of all, at a 
single office the taxpayer will be able to obtain clear and concise answers to 
his particular problems in making out correct tax returns, and in transacting 
all matters relating to Federal taxes rather than having to contact a number 
of different branches of the service in matters relating to different taxes or 
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different problems as is true at present. The cost to the taxpayer of complying 
with the tax laws should decrease, especially if he is in business, because the 
audit of the many Federal taxes to which he may be subject will be performed 
by a one-time audit of books and records by one examining officer, compared 
with as many as four different audits of books and records by four different 
officers today. Local convenience, moreover, will not be sacrificed in any way 
to coordination of services at the administrative level. As a practical matter 
the actual number of local suboffices and posts of duty already in operation for 
dealing with taxpayers may have to be increased to keep pace with increasing 
workload. 

In closing I should like to state that the proposed plan has emerged as the 
result of several years of intensive study of the operations of the Bureau by 
the President, myself, Treasury and Bureau officials, private management engi- 
neering experts, the House Appropriations Committee staff, the Advisory Group 
of the Joint Committee on Internal Revenue Taxation, the Hoover Commission, 
and others. The plan is the culmination of a long series of operating improve- 
ments which Treasury and Bureau management staffs have put into effect during 
the past 5 years. The Bureau of Internal Revenue has approximately 57,000 
employees at the present time and the vast majority of these employees not only 
fulfill the highest ethical standards of public office, but have taken an active 
part in furthering the efforts to streamline and improve the efficiency of the 
Sureau’s operations. The present reorganization plan can build on this strong 
base. 

I have every hope that the new program will receive immediate favorable 
consideration in the Congress. We should like to proceed without delay to 
reshape our revenue system in line with the heavy duties and responsibilities 
which it must fulfill under the American system of individual responsibility for 
sound Government. 


REORGANIZATION OF TAX COLLECTORS 


Senator Maypank. Mr. Secretary, you said a while ago that origi- 
nally these collectors were appointed because of their standing in the 
community—to make taxes less onerous to collect ? 

Secretary Snyper. That was part of the consideration. 

Senator Maysank. When you have this reorganization you will not 
have a collector in every State, will you ? 

Secretary Snyper. Oh, yes. We are not going to lessen the service 
to the taxpayer in any wise with this plan. 

Senator Maynank. I have not studied it. 

Secretary Snyper. Wherever there is a collector today there will 
be a deputy district commissioner, and he will move into the chair that 
the collector occupied. 

Senator Maynank. Then who is over him? 

Secretary Snyper. Over him w all be a district commissioner, of 
which there will be not more than 25 in the whole United States. 

Senator Maypank. In other words, the Treasury will not deal direct 
from Washington as they do now with somebody in Raleigh, N. C.? 

Secretary Snyper. The W ashington hes adquarters would deal with 
the district office. The local man is going to give a greater service to 
the taxpayer because we are consolidating the functions of the other 
revenue service offices inte that office, such as the tobacco tax and the 
appellate work. All of these will be handled right in that office. For 
example, the sale of revenue stamps will be moved right into this 
office and handled there, so that actually the taxpayer will get better 
service and no diminution of service. Every State will have at least 
one office and the more populous States will have more than one. 

Chairman McKettar. Do you think it is better to have these district 
collectors or whatever title they have? My notion is that these dis- 
trict collectors have done pretty well ordinarily. 














28 TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


Secretary Snyper. I never miss an opportunity, Mr. Chairman, to 
pay a very high tribute to the collectors of internal revenue. As a 
body they have done a perfectly magnificent job. They have assimi- 
lated this tremendous additional workload in the last 10 years since 
our big tax program started in 1942, and they have taken on that 
workload and have done a tremendous job. 

Well, my blood just boils when I think that some of them did stray 
and bring disrepute on a bureau as fine as the Internal Revenue Bu- 
reau is. You must give great credit to the work of those men who have 
directed this fine work in the field, because when I say that today 
they are administering 82 million returns as compared w ith 19 million 
back in 1940 you know that somebody has done a fine job. 

It isn’t just an open-and-shut matter. The fact that some four or 
five of them did go and do some things they should "ot have one ought 
not to react as a reflection on that fine body of pecyile. I think we all 
agree on that. 

DISTRICT OFFICES 


Chairman McKettar. Certainly. I am wondering why the neces- 
sity of 25 district men instead of having them report directly to Wash- 
ington? Ihave my doubts. To be frank about it, they pay not a bit 
of attention to Senators ordinarily. 

Secretary Snyper. I will tell you what the 25 will replace, some 130 
that we have out there now. 

Chairman McKettar. District offices? 

Secretary Snyper. Yes, sir. 

Chairman McKetiar. How many district offices do you have now ? 

Secretary Snyper. Nearly all types, the special agent, the agent in 
charge, the aleohol tax agent and others. We have them out there now 
in the field, and we are just bringing them in together into certain 
specific offices. It is not a matter of creating something new. 

Chairman McKettar. How many people will be in each office, each 
of these 25? 

Secretary Snyper. We have no idea of that yet. 

Chairman McKetiar. Could you not give us some idea ? 

Secretary Snyper. It will be different for different localities. 

Chairman McKetiar. Could you not estimate what it willbe? We 
want to help you. 

Secretary Snyper. I understand that. It is going to be a matter of 
experimentation and build-up to determine just what size those offices 
will be. However, we have every reason to believe that by consoli- 
dating these offices we are, in the long run, going to create economies 
because we will cut out duplication of records, duplication of travel, 
and so forth. We will cut out a great deal of what 1s now going on, so 
we will create economies. 

But a congressional committee, the Joint Committee on Internal 
Revenue Taxation, reached the decision that it would take 3 or 4 years 
to arrive at what the actual savings could be. They recognized the 
fact that it was a pretty broad and difficult matter to project ‘the length 
of time it would take to move them under one roof, and al] those things 
would make a difference. They all felt, as do 1, that in the long run 
there will be material savings and greatly incre: ased efficiency. 
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Senator Roperrson. Mr. Secretary, I have already agreed to sup- 
port your reorganization plan. You said that it would eventually 
effect savings and would increase efficienc y. I likewise had the idea 
that possibly you had three types of collectors, one type you knew 
to be good, another type limited, that you knew to be bad, and you 
have removed them or prosecuted them. 

Your third type you had your doubts about, and the only way you 
would reach them would be to abolish that office and to have a new 
deal. 

Secretary Snyper. Well, under the present circumstances the col- 
lector’s job i is not a polic; y-making job, and therefore it is not entitled 
to the dignity of a Presidential appointment, really. On top of that, 
the fact that he is a Presidential appointee, he does have a certain 
feeling of mebbesseaniby for complying with some of the rules and 
regulations. 

This plan that is being offered I believe is a good one. I think it is 
going to enable us to streamline the flow of authority and of responsi- 
bility that can be pinpointed, and will, in the long run, bring about 
integrity, efliciency, and economy in the operation of the Bureau. 

Senator Rosertson. Do you wish to proceed with your original 
statement? I believe we interrupted you. 

Chairman McKetiar. Perhaps Senator Saltonstall did not finish. 

Senator SALTONSTALL. I practically finished, Mr. Chairman. What 
I was trying to get in my own mind through the Secretary of the 
Treasury on broad general policy was with relation to the collectors 
now in office with relation to the inspection of these offices that have 
been in trouble. 

Are you satisfied that everything is being done to straighten out 
their records and to eliminate any further dirty business ¢ 


MISCONDUCT IN INTERNAL REVENUE REGIONAL OFFICES 


Secretary SNypER. Senator, | have the greatest confidence that that 
is being done. There is a very firm, vigorous attack on that problem 
of straightening out all of these situations. 

Now in the Boston situation, the difficulty there had no rel: ationship 
to the internal operation of that office. The collector, outside of his 
official duties, got himself embroiled in some deviations there that had 
no bearing on “how his office is operated. We went in there 3 years 
ago and had a pretty thorough shake-up of that office, and it has been 
functioning very well and very efficiently since that time. 

On the St. Louis side, with all the investigating that has been done 
there, both by our own people and by a grand jury, there has been 
one man that has been indicted. That man was the collector, and the 
charges were based on things done outside his office and which had 
no bearing on the operation of the internal side of the office. 

Chairman McKexwuar. I believe that was true of Nashville, too? 

Secretary Snyper. Iam going to name each one of them. 

The poor fellow in the Nashville office was a sick man. The opera- 
tion of his office was perfectly all right. He wasa sick man and should 
not be tied in with these other collectors. My wholehearted sympathy 
goes out to the poor fellow in the Nashville office. 
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In the Brooklyn office it was a matter of a man’s conduct outside 
his office that brought about his severance from the service. His 
office, I understand, is well operated internally. 

In the case of the San Francisco office, that was just bad manage- 
ment, and it has been corrected. The grand jury has completed its 
operations out there and everything, we think, is well on the road to 
a smooth operation in the San Francisco office. 

Senator Savronsraty. And the funds that are due the Treasury 
through the misconduct of these various people have not suffered in 
your opinion ¢ 

Secretary Snyper. We do not think they have suffered at all, 

Senator SavronstautL. Thank you, sir. I do not think I have al 
thing more along that line. 

Secretary Snyper. I think it was very fine to have the opportunity 
to tell you just what those things were. 

Chairman McKetxiar. Iam glad you did. 

Senator Sauronsray. This final question, if I may. If this reor- 
ganization goes through, that will not stop the efforts of the ‘Treasury 
De ‘partment to make certain that these past actions of misconduct do 
not occur ¢ 

INSPECTION PROGRAM 


Secretary Snyper. Not only will not stop it, but it is going to con- 
tinue an intensified program. I made a statement before a committee 
the other day that this is not a static program, but we are putting ina 
live continuous program of operation and more careful checking. 

This new inspection system that we are working out is already in 
operation, but we are expanding it now and intensifying its operation. 
It will be completely disassociated from the District Commissioners 
down to the grass roots with no responsibility or accountability in the 
field to any field officer. It has full authority to make a thorough 
investigation of every employee prior to his being taken into the 
service and to follow on through on his conduct after he is in his office 
to see that he does function properly. With accountability only to 
Washington, there can be no interference with that inspection at any 
level in the field from the distri 6 t down through the subdistrict. 

Reorganization Plan No. 1 is the capstone of the reorganization 
that we have been hee tr Pe now for 5 years. It is a progressive 
affair, but we have reached the point where we need congressional 
authority to enable us to carry out the streamlining which will assure 
effective operation, administratively, of the Internal Revenue Bureau. 


BUDGET RECEIPTS BY SOURCE 


Senator Maypank. I would like to ask to have printed in the record 
at this point the budget receipts by sources. 

Chairman McKetiar. Without objection, that will be done. 

(The information referred to is as follows :) 
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Budget receipts by source 
[For fiscal years 1951, 1952, and 1953] 


Source 1951 actual 1952 estimate 1953 estimate 


Direct’taxes on individuals: 
Income taxes: 
Income tax withheld (daily Treasury statement 














ED ib Saidks< chute nwensc ! $13,534,611,022 $17, 906,000,000 | $20,375, 000, 000 
Income tax not withheld. -- a 9, 907, 539, 091 | 11, 418, 000, 000 11, 860, 000, 000 
Adjustment to daily Treasury statement basis —77, 165, 827 | 

Total income tax not withheld 9, 830, 373, 264 | 11, 418,000,000 | 11, 860, 000, 000 

Estate tax. 638, 523, 186 675, 000, 000 700, 000, 000 
Gift tax...-- 91, 651 65, 000, 000 70, 000, 000 
Total direct taxes on individuals 24,094, 714,123 | 30, 064, 000, 000 33, 005, 000, 000 
Direct taxes on corporations: Income tax and excess 
profits taxes 14, 387, 569,403 | 22, 900, 000, 000 27, 800, 000, 000 
Excise taxes: | 
Liquor taxes: 
Distilled spirits (domestic and imported) 1, 746, 833, 643 1, 683, 000, 000 1, 824, 000, 000 
Fermented malt liquors 665, 008, 720 720, 000, 000 | 760, 000, 000 
Rectification tax 38, 052, 750 33, 006, 000 33, 000, 000 
Wines (domestic and imported) 67, 253, 903 69, 000, 000 73, 000, 000 
Special taxes in connection with liquor occupa- 

tions . 2 13, 623, 046 21, 000, 000 22, 000, 000 
Container stamps 14, 920, $40 12, 500, 000 12, 500, 000 
Floor stocks taxes on distilled spirits, fermented 

malt liquors, and wines ; J 72, 000, 000 | 21, 000, 000 
All other~_. ia is 1, 114, 287 1, 500, 000 | 1, 500, 000 

Total liquor taxes 2, 546, 807, 189 2, 612,000,000 | 2, 747, 000, 000 

lobacco taxes: | 
Cigarettes (small) 1, 293, 965, 854 1, 494, 000, 000 1, 638, 0C0, 000 
Tobaeeo (chewing and smoking 33, 870, O80 23, 000, 000 18, 000, OOO 
Cigars (large) 44, 219, 558 15, 000, 000 | 46, 000, 000 
Snuff 7, 235, 103 $, 000, 000 4, 000, 000 
Cigarette papers and tubes 1, O41, O48 O40, 000 440. 000 
Floor stocks tax on cigarettes 23, 000, 000 
All other 64, 358 60, 000 60, 000 
Total tobacco taxes 1, 380, 396, 001 1, 590, 000, 000 1, 707, 000, 000 
Stamp taxes 
Issues of securities, bond transfers, and deeds of 

conveyance 56, 105, O79 60), 000, 000 60, 000, 000 
Stock transfers 28, 678, 25, 000, 000 25, 000, 000 
Playing cards 8, 222, 177 6, 800, 000 6, 800, 000 
Silver bullion sales or transfers 100, 335 200, 000 200, 000 

Total stamp taxes 93, 106, 547 92, 000, 000 92, 000, 000 

Manufacturers’ excise taxes 2, 363, 775, 128 2, 272, 000, 000 3 2. 445, 000, 000 
Retailers’ excise taxes: 
Jewelry, ete 210, 239, 008 299, 000, 000 239, 000, 000 
Furs 57, 603, 520 52, 000, 000 55. 000. 000 
Toilet preparations 106, 339, 487 114, 000, 000 1E8, 000, 000 
Luggages, handbags, wallets, etc 82,831, 478 91, 000, 900 95, 000, 000 
Total retailers’ excise taxes 45/7, 013, 493 486, 000, 000 507. 000. 000 
Miscellaneous excise taxes 
Telephone, telegraph, radio, and cable facilities, 

leased wires, ete 354, 659, 895 380, 000, 000 399, 009, 000 
Local telephone service 290, 319, 939 306, 000, 000 320, 000, 000 
Transportation of oil by pipeline 24, 945. 944 28, 000, 000 32.000. 000 
Transportation of persons 237, 617, 257 265, 000, 000 285, 000. 000 
Transportation of property 381, 341, 749 392, 000, 000 410, 000, 000 
Diesel fuel used in highway vehicles 6, 000, 000 15, 000, 000 
Admissions, exclusive of cabarets, roof gardens, 

ete 446, 491, 715 357, 000, 000 366, 000, 000 
Cabarets, roof gardens, ete 12, 646, 314 15, 000, 000 18. 000. 000 
Wagering taxes, including occupational tax 50, 000, 000 200, 000, 000 
Club dues and initiation fees 30,119,719 33, 000, 000 35, 000, 000 
Lease of safe deposit boxes 9, 568, 647 11, 000, 000 11, 009, 000 
Coconut and other vegetable oils processed 19, O88, 332 18, 000, 000 18. 000, 000 
Sugar tax SO, 191, S84 75, 000, 000 78, 000, 000 
Coin-operated amusement and gaming devices 20, 730, 582 22. 700, 000 99 500, 000 
Bowling alleys and billiard and pool tables 3, 609, 910 #000, 000 | 4, 000, 000 
All other miscellaneous excise taxes 1, 266, 106 1, 300, 000 | 1, 500, 000 

Total, miscellaneous excise taxes 1, 842, 597,993 | 1,994,000,000 | — 2, 246, 000, 000 


See footnotes at end of table. 
94650—52 3 
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Budget receipts by source—Continued 


Source 


Excise taxes—Continued 
Adjustment to daily Treasury statement basis 


Total excise taxes 


Employment taxes: 
Federal Insurance Contributions Act 
Federal Unemployment Tax Act 
Railroad Retirement Tax Act 
Railroad Unemployment Insurance Act 


Total employment taxes 
Customs 


Miscellaneous receipts 
Taxes: 
Miscellaneous Internal Revenue Taxes 
Miscellaneous taxes 


Total taxes 
Customs: Undistributed miscellaneous customs col- 
lections 


Seigniorage and coinage: 
Seigniorage 


Coinage 
Total seigniorage and coinage 


Fees for permits and licenses 
Admission permits and fees 
Business concessions 
Immigration, passport, and consular fees 
Patent and copyright fees 
Registration and filing fees 
Miscellaneous fees for permits and licenses 


Total fees for permits and licenses 


Fines, penalties, and forfeitures 

Fines, penalties, and forfeitures, agricultural 
laws 

Fines, penalties, and forfeitures, emergency war 
laws 

Fines, penalties, and forfeitures, immigration 
and labor laws 

Fines, penalties, and forfeitures, customs, com- 
merce, and antitrust laws 

Fines, penalties, and forfeitures, narcotic, pro- 
hibition, and alcoho! laws 

Forfeitures, unclaimed money and property 

Miscellaneous fines, penalties, and forfeitures 


Total fines, penalties, and forfeitures 


Gifts and contributions 
Contributions to ‘“‘conscience fund”’ 
Gifts to the United States 


Total gifts and contributions 


Interest 

Interest on loans, Government corporations and 
enterprises _- 

Interest on loans, States, municipalities, and 
other public bodies : 

Interest on loans to individuals and private or- 
ganizations 

Interest on loans, foreign governments 

Miscellaneous interest collections 


Total interest 


Dividends and other earnings: 
Dividends and earnings from Government cor- 
porations and enterprises 
Earnings from Government-sponsored enter- 
prises 
Miscellaneous dividends and earnings 


Total dividends and other earnings 


See footnotes at end of table. 


APPROPRIATIONS, 


1951 actual 


2 +$9, 532, 468 
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3, 940, 
624, 
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3, 280, 
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. 407, 
602, 
334, 
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431 
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1952 estimate 


9,046, 000,000 | $9, 744, 


3, 850, 000, 000 | 
257, 000, 000 | 
740, 000, 000 

10, 000, 000 


, 857, 000, 000 
575, 000, 000 


2, 059, 200 
2, 702, 500 


. 761, 700 


. 310, 000 


. 500, 000 


688, 500 


., 188, 500 
3, 000, 150 
3, 500, 678 
4, 840, 000 
}, 338, 056 
1, 499, 300 
, 885, STR 


. 063, 762 


190, 750 


660, 000 | 


325, 000 


, 647, 300 


107, 600 
524, 120 


, O80, 200 


. 834, 970 | 


929, O10 


63, 100 


292, 110 


, 127, 350 | 


103, 000 | 
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, 673, 221 


417, 162 


000, 000 


347, 350 
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1953 estimate 
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000, 
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000, 
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2, 714, 


000 
000 
000 
000 


000 
000 
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500 
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3, 188, 
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5, 379, 
, 429, 
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O00 
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54 
71 
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948 
300 
586 


», O91 
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, 000 
5, 000 
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, 600 


925 


600 
175 
010 
100 


110 


250 


. 000 


640 


440 
265 


930 


255 


000 
275 


430 
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Budget receipts by source—Continued 


Source 1951 actual 1942 estimate 1953 estimate 


Miscellaneous receipts—-Continued 























Rents 
Rent of land $6, 653, 283 $8, 920, 594 $9, 232, 580 
LM) Rent of buildings and grounds 15, 881, 256 19, 891, 134 20, 544, 004 
Rent of equipment and facilities 45, O99, 904 18, 744, 875 17, 189, 875 
D0 lotal rents 67, 634, 443 47, 565, 603 46, 966, 459 
iM? e 
DO Royalties 
v0 Royalties on minerals and other natural re 
sources 41, 136, 578 41, 891, O75 43, 412, 700 
") Royalties on patents and copyrights 64, 237 45, 100 45, 100 
”) 
Total royalties 41, 200, 815 41, 936, 175 | 13, 457, SOO 
Sale of products 
KI Sale of agricultural products, livestock and live 
Lu stock products 130, 7U8 394, 955 383, 255 
Sale of timber, wildlife, and other natural land 
w) products 65, 809, 198 79, 780, 300 
Sale of minerals and mineral products 697, 852 639, 500 
nw) Sale of power and other utilities 72, 652, 408 477 99, 513, 300 
Sale of publications and reproduction 3, S84, 361 3,831, 904 4, 009, 147 
Sale of scrap, salvage, and waste (byproducts 3, 263, 407 4, 146, 900 1, 976, 400 
"J Sale of miscellaneous products 6, 639, 063 7, 452, 200 8, 535, 200 
nn} 
lotal sale of products 153, 468, OSS 178, 035, 169 196, 837, 102 
) 
Fees and other charges for services 
Fees and other charges for accounting, legal and 
5 judicial services 5, 606, 470 6, 391, 729 6, 571, 450 
2 Fees and other charges for communication and 
Ww) transportation services 2, 826, 392 2, 952, 680 2, 645, 680 
iS Fees and other charges for quarters, subsistence, 
W) laundry, and health services 12, 321, 029 9, 582, 939 1, 723, 930 
iM Fees and other charges for testing, inspection, 
and grading services 2, 353, 894 2, 295, 400 2, 345, 400 
M Fees and other charges for administrative, pro 
fessional, and scientifie services : 20, 375, 458 26, 646, 700 26, 52! 
Fees and other charges for miscellaneous services 7, 976, 316 10, S09, 934 10, 846, 652 
M) Total fees and other charges for services 51, 459, 559 58, 679, 382 51, 075, 637 
y) Sale of Government property 
Sale of public lands and buildings 9, 176, 138 6, 230, 000 6, 179, 000 
v Sale of other Government property 275, 9° 212, 970, 967 172, 528, 140 
vy Total sale of Government property 285, 102, 814 219, 200, 967 178, 707, 140 
0 Realization upon loans and investments 
o Repayments of capital investment, Govern 
v ment-owned or S| onsored corporations and 
enterprises 65, 222, 187 
: Repayment of loans and advances, Government 
corporations and enterprises 2, 739, 642 1, 558, OOO 1, 801, 000 
Repayment of loans, foreign governments 410, 672 44, 746, 922 15, 633, 647 
v Repayment of loans, States, municipalities, and 
0 other public bodies 5, 051, 536 7, 706, 500 8. OSS, OOO 
Repayment of loans, individuals and private t 
Uv organizations 146, 847, 811 165, 036, 947 182. 652. 677 
Proceeds from sale of securities, stocks, and 
collateral 14, 049, 983 401, 000 401, 000 
‘ Repayment upon other loans and investments 1, 320 1, 255 255 
i Total realization upon loans and investments 234, 323, 151 219, 450, 624 238, 577, 579 
Recoveries and refunds 
v Compensation for Government property lost 
; or damaged 6, 902, 127 5, 670, 430 5, 670, O70 
, War reparations 357, 036 
Recoveries of excess profits and costs 31, 648, 352 26, 772, 645 574, 999 
J Recoveries under defense aid procram 13, 871, 57 19, 100, 000 19, 100, 000 
Miscellaneous recoveries and refunds 107, 236, 863 112, 951, 336 87, 384, 933 
Total recoveries and refunds 160, O15, 955 164, 494, 411 139, 730, 002 
: Other miscellaneous receipts 3, 658, O44 


See footnotes at end of table 
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Budget receipts by source—Continued 


Source | 1951 actual 1952.estimate | 1953 estimate 





Receipts not included above for increased fees and | 


os 
Miscellaneous receipts—Continued 
charges: 

| 


Under existing legislation $100, 000 $200, 000 
Under proposed legislation__.....-.- 3 14, 800, 000 
Total receipts not included above 100, 000 15 , 000, 000 
Total._-- | $1, 567,066,901 | “1, 598, 051, 106 L 613, 136, 755 
Adjustment to daily Treasury ‘statement basis +61, 705, 597 ‘ ; 
Total miscellaneous receipts | 1,628, 772, 498 1, 598, 051, 106 1, 613, 136, 755 
Total receipts. | 53, 368, 671,892 | 69, 040, 051, 106 77, 737, 136, 755 
Deduct: ; | 
Appropris ation to Federal old-age and survivors | | 
insurance trust fund 3, 119, 536, 744 3, 850, 000, 000 4, 030, 000, 000 
Refunds of receipts (excluding interest) Yo 138, 604, 535 | 2, 509, 803, 906 ee: 709, 250, 000 
Adjustment to daily Treasury statement basis bn —32 073, 9 920 |.. ; 
Total refunds of receipts (excluding interest) 2, 106, 530, 615 | 2,509, 808, 206 | | 2, 709, 250, 000 
Total budget receipts........-.---- __.....| 48, 142, 604, 533 | 62, 680,247, 200 | 70, 997, 886, 755 


Estimated 

> Adjusted to add to total. 

8 No detail is shown in the manufacturers’ excise tax group because it has been necessary to make arbitrary 
assumptions regarding the amount and timing of material shortages as they affect the production of specific 
taxable commodities. In view of this, it is felt that only the total could be estimated with a reasonable 
degree of accuracy. 


CHAIRMAN WIGGINS OF MANAGEMENT GROUP 


Senator MayBank. Is Mr. Wiggins still with you? 

Secretary Snyper. Mr. Wiggins is still with us. He was Under 
Secretary when he resigned and took the position as head of a great 
railroad. I prevailed on him to stay with the Treasury on a con- 
sultative basis, and he comes back practically every month. He is 
the chairman of this management-improvement group, and he meets 
with us periodically. We have, as I have told you before, this man- 
agement group that is constantly in operation looking for ways to 
improve procedures and operations. 

Senator Maypank. I wanted that for the record. 

Secretary Snyper. He is still carrying on that work and has re- 
cently agreed to continue to carry on in that capacity. 

Senator Maybank. Thank you. 


PERSONNEL TURN-OVER 


Senator Ecron. What has been the rate of turn-over in personnel, 
Mr. Secretary? Has that increased or decreased this year ? 

Secretary Snyper. It has decreased, I am told, although the turn- 
over is pretty heavy with that number of people. At the present 
time there are 57,000 employees in the Internal Revenue Bureau. 
There are about 90,000 in the whole Treasury Department, but we 
have had a pretty heavy turn-over, although I am just advised by 
my administrative assistant that there has been a decrease in the per- 
centage of turn-over in the past fiscal year. 

Chairman McKertar. How many did you have in the last year? 

Secretary SNyper. It runs less than the average. 

Senator Ecron. Was that caused by voluntary resignation, or did 
it come about through the Jensen amendment or some of these ofh6= 
amendments, the reduction of fund 4 
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Secretary Snyper. Wait a minute; you asked a question that does 
not tie in. You asked what our percentage of turn-over was? 

Senator Ecron. Yes. 

Secretary Snyper. It has gone down. There is less turn-over than 
there was. 

Senator Ecron. I see. So, the reduction in funds did not con- 
tribute—well, it did not contribute to an increase ? 

Secretary Snyper. Of turn-over? 

Senator Ecron. Of turn-over. 

Secretary SNyver. It did not; no, sir. The thing that we have done 
here is increase efficiency through a cooperative effort with the em- 
ployee himself. By increasing “eflici iency, we have assured him that 
he will not be working himself out of a job. We will take care of the 
decrease by attrition, “those who resign or retire normally. We have 
moved him into a more productive job that has kept down our cost of 
operation and has actually resulted in a real saving because, if you 
can get a greater volume of work done by the same number of people, 
you have actu: ally created a real savings even though it does not show 
in the dollars but it does show in the fewer number of people. 

I want to check this figure, but I think the Treasury is operating with 
some 10,000 fewer civ ilian employees than it did 5 years ago even with 
this greater workload. That gives you an idea of what we have been 
able to do with increased efficiency. 


INTERNAL REVENUE PERSON NEL 


Chairman McKetuiar. How many additional employees did you 
furnish last year for the Internal Revenue ? 

Secretary Snyper. None. 

Chairman McKetiar. None at all? 

Secretary Snyper. That is right. 

Chairman McKertiar. I remember you asked for at least some men. 

Secretary Snyper. We ended up with a net loss of employees last 
vear in the Internal Revenue. 

Chairman McKetiar. The year before you received some. How 
many were there? 

Secretary Snyper. I will have to get those figures for you, sir. I do 
not have them right here, but 1 will supply them. 

Chairman McKetiar. Do you remember how many there were? 

Secretary Snyper. [ do not. 

Do any of you gentlemen remember ? 

Chairman McKetrar. My recollection is that it was about 1,000. 
My recollection was that you were putting on more assistant collectors 
or men under the collectors and that it would increase the collections, 
and I think they did increase the collections. 

Secretary Snyper. The year before last they gave us a few more. 
Was it not 38,5004 We asked for around 3,500, aa I am picking this 
out of the air and you gave us about two, but I would like to check 
that against my records. 

Here are my two experts on that, and they will not confirm that. 

Chairman McKeuiar. Mr. Secretary, if I may make a suggestion— 
and I may be wrong on this—I have been here for about 40 years, and 
every regional office that we have established to my mind has not ad- 
vanced the Government's cause. I think it would be very much better 
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for you to disregard that 25 and have them reporting here to Washing- 
ton. Reporting here to Washington means a great “thing. 

In the first place, it puts the fear of the Lord in them, and I wish 
vou would think about it. 

Secretary Snyper. Well, we have met that very problem because 
what we are actually doing is cutting down the number of regional 
offices and consolidating them into fewer offices; so, we are following 
your theory and belief there toa great extent. 


FIELD OFFICES PERSONNEL AND STRENGTH IN) DECEMBER 1951 


Chairman McKetiar. How many regional offices have you now ¢ 

Secretary Snyper. Of all these various types, we have about 200 
offices in the field at the present time that report directly to Wash- 
ington. 

Chairman McKewiar. Yes. 

Secretary Snyper. You take the 64 collectors out of that, and that 
leaves about 136 which will be consolidated into 25 approximately. 
So, you see we are actually following your belief by consolidating 
some 150-odd into 25, 

Chairman McKetrar. It has been my experience that every matter 
of importance that comes before a regional office, it eventually comes 
to Washington. To my mind, from my experience, it is Just an 
additional lot of employees. How many would you have if the 
7,000 additional men were given you’ How many would be at re- 
gional offices / 

Secretary Snyper. I do not think any of that 7,000 would be. All 
of those would be in the enforcement side. 

Chairman McKetiar. How many in the Internal Revenue / 

Secretary Snyper. In the regional offices / 

Chairman McKewrar. Yes. 

Secretary Snyper. I will have to supply that. 

(The information referred to is as follows:) 

There are listed below the number of employees on the rolls as of December 31, 
1951, arranged according to the present organizational segments, who will pro 
vide the basic force to implement the field portion of Reorganization Plan No. 1: 


Accounts and Collections Division 32, 742 
Income Tax Division 10, 168 
Alcohol and Tobacco Tax Division : 4,010 
Intelligence Division 1,673 
excise Tax Division 3, 90 
Office of Assistant General Counsel 136 
Appellate staff 62S 
Regional finance offices 113 
Field position Classifiers ; 5 

Total 5, ‘ __ 49, 866 


Senator Rorerrson. Mr. Secretary, 1 believe you understood when 
vou commenced to testify that you could put your prepared statement 
in the record and you could render in extenso what parts you wanted ¢ 

Secretary Snyper. With your permission, I thought that was fine, 
and IT would just like to insert the balance of this detailed statement. 
I think we have pretty well presented the detailed picture here. You 
are going to have at the proper time the individual groups from the 
bureaus appear before your Committee. 
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Mr. Chairman, with your permission, having given the broader pic- 
ture and answered such questions as have been put before me, I would 
like to add the remainder of the statement, plus the reorganization 
statement to the testimony that I have given and answer any further 
questions. 

(The balance of the statement is as follows:) 


BUREAU OF INTERNAL REVENUE 


Approximately one-half of the regular annual appropriations requested for 
operating the Treasury during 1953, or $846,800,000 is needed to cover the cost of 
collecting the revenue. Of this amount, $3805 million is for the Bureau of 
Internal Revenue. 

The appropriation requested for the Bureau of Internal Revenue represents 
an increase of $52 million over 1952. Of this amount, over $24 million is to cover 
the pay increases authorized by Congress; the balance is distributed primarily 
for administration and enforcement of the new wagering taxes and for the tax 
fraud drive on racketeers. 

The Congress has enacted legislation designed to raise about $70 billion in 
revenues during the fiscal year 1958, the largest revenue collection in any single 
year of our history. The funds we are seeking to insure the collection of this 
vast sum represent forty-four one-hundredths of 1 percent of the total to be 
collected. There have been only 4 years, since the establishment of the Internal 
Revenue Bureau in 1866, in which the collection-cost ratio was lower. The 
1951 figure was forty-nine one-hundredths of 1 percent. 

During the fiscal year 1947, the Bureau had more employees on the rolls than 
at any other time, either before or since. 

Since 1947, however, the Congress has assigned new and very substantial 
workloads to the Bureau in such forms as (a) an excess profits tax, (b) ex- 
tended social security coverage, and (c) the wagering taxes. Moreover, popu- 
lation growth and the expansion of our national economy have resulted in close 
to 3,000,000 additional income recipients whose financial records become a part of 
the Bureau’s workload. The actual man-vears available during 1947 were 
58,026, as compared with the 63,248 man-years we are requesting for 1953. 
During 1947 we had 1 employee for each 2,480 of our population, and collected 
$39 billion; for 1953, we are asking 1 employee for each 2,465 of our population, 
and will attempt to collect $70 billion. 

On each occasion when I have appeared before you over the past several vears 
I have told you with considerable pride of the great progress which was being 
made by way of management improvement in the internal revenue service. That 
progress has been largely responsible for the fact that we have been able to han- 
dle the increasing workload in reeent years. I am just as proud today as I 
ever have been of the Bureau's record in this respect; and just this week I 
have sent a comprehensive summary of this record in a letter to all Members of 
Congress, 

We are convinced, however, that management improvements alone are not 
enough. Changes of more basic character must be made to equip the Internal 
Revenue Bureau to meet its tremendous responsibilities. 

It is a fact familiar to each of you that our Federal tax system has undergone 
revolutionary changes during the past decade. In terms of dollars collected, 
number of taxpayers, methods of collection, types of levies imposed, complexity 
of statutory provisions—or any other aspect that may be considered—the tax 
system of today bears scarcely any resemblance to that of 1940. In contrast, 
the basie structure of the Internal Revenue Bureau has undergone only minor 
modifications. The growth of the Bureau has been accomplished by distributing 
additional personnel over the old organizational framework. We are convinced 
that a thoroughgoing reorganization should no longer be postponed. 

The complete reorganization of a bureau as large as the internal revenue service 
is exceedingly difficult. There is never a really “good” time to undertake such 
a job. This especially true of tax collection and enforcement work, where opera 
tions must be carried on continuously and on schedule. Even though there is 
no ideal time to launch such a difficult program, it is most unlikely that there 
Will ever be any better time than right now. This is the philosophy on which the 
timing of the President's reorganization plan is based 

There is, of course, another important consideration which gives additional 
support to the belief that the reorganization should be carried out promptly. I 
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refer to the fact that there have been some breaches of trust by some Bureau 
employees. It is ironic that the vigorous efforts exerted by the fifty-odd thou- 
sand of loyal and devoted Bureau employees in collecting more revenue in 1951 
than at any time in history, with a lower cost per dollar of collection than in the 
two preceding years, have been dimmed in the public minds by the actions of a 
few unfaithful employees. This is bitter humiliation to the hard-working em- 
ployees of the Bureau—men and women whose whole careers have been bound 
up in the revenue service, who have worked effectively and faithfully at rela- 
tively low salaries in the service of their Government. 

The Bureau is meeting the present situation by taking two types of remedial 
action. First, to reinvestigate the employees of the internal revenue service in 
order to screen out and discharge any who do not fully measure up to our high 
standards. Second, to make certain that there is no recurrence of the present 
situation. That is one of the fundamental goals toward which the President’s 
plan of reorganization is directed. Commissioner Dunlap will have the re- 
sponsibility of putting the plan into operation. The President and I assured 
him when he took office that we will back him completely in his management of 
the Bureau. We are pleased with his accomplishments to date. 

As members of the committee responsible for the Bureau's appropriations, you 
may wish to inquire into the circumstances surrounding the separation of some 
of its officials and employees. The Bureau will provide you the record on any 
case in which you may be interested. The Bureau cannot at this time present all 
the budgetary details incident to the reorganization, inasmuch as these will be 
developed as the plan is put into effect. The estimates before you were prepared 
prior to the drafting of the reorganization plan. It will be the Bureau’s objective 
to use the funds appropriated to provide for a more effective revenue service 
under the reorganization than has heretofore been possible. 


BUREAU OF CUSTOMS 


An appropriation of $41,800,000 is requested for the Bureau of Customs. This 
represents an increase of $4,800,000 over the amount appropriated last year. 
The major part of the increase, or $3,200,000, is necessary to meet the cost of 
the pay increase, and the remainder to meet the continued increase in the volume 
of customs business. 

During the fiscal year 1951, efforts were made to simplify procedures and 
to make the most effective use of manpower. Further progress was made in 
improving methods of weighing, sampling, and testing merchandise through 
the use of scientific statistical controls. These methods not only contribute 
to the conservation of customs manpower, but make it possible for importers to 
obtain the release of their merchandise more rapidly. Additional delegations 
of authority to field officers were made under the provisions of Reorganization 
Plan No. 26 of 1950, and have helped to increase the effectiveness of operations 
at the field level, For the first time in the history of Customs, also, a system 
has been developed to make administrative decisions on tariff classification 
hinding to the fullest extent possible under existing law so that prospective 
importers and foreign exporters know in advance the correct rate of duty on 
merchandise which they contemplate bringing into this country. 

As you know, the Customs Simplification Act, H. R. 5505, was passed by the 
House of Representatives. If enacted, this bill will do much to remove impedi- 
ments to international trade and travel and will simplify the administration of 
the customs service. 

Two projects were begun during fiscal year 1951 which will be put into effect 
this year. An intensified field inspection program has been developed which 
should insure continued management improvement and the effective utilization 
of Customs manpower, A revised procedure has been developed which will 
reduce the exporter’s cost of obtaining refunds of duty under the draw-back laws. 

The actual savings for the management improvement program, approximating 
$175,000, for the fiscal vear 1951, were applied to meet the continued increase 
in the volume of Customs business. 


FISCAL SERVICE 


I should now like to discuss the requested appropriation for the Treasury 
bureaus grouped under the fiscal service. These three bureaus—the Bureau of 
Accounts, the Bureau of the Public Debt, and the Office of the Treasurer of the 
United States—together with the Bureau of Engraving and Printing and the 
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Bureau of the Mint, represent the other major Treasury service organizations 
which have only a limited control over their volume of work. 


BUREAU OF ACCOUNTS 


The Bureau of Accounts maintains the central accounts of appropriations 
made by the Congress (except postal service), prepares financial statements of 
the fiscal transactions of the Government, operates a disbursing system for 
payment of obligations incurred by civil agencies of the executive branch, 
supervises the governmental depositary system, and performs a variety of other 
necesary fiscal functions. The appropriations requested to cover the adminis- 
trative expenses of these activities for the fiscal year 1953 total $14,777,000. 
This is $1,352,000 more than was appropriated for the fiscal year 1952, of which 
over $1,000,000 is required to pay salary increases authorized by Congress. The 
balance is due primarily to a larger volume of check payments to be made in 
1953. 

Without the economies resulting from the management improvement program 
of the Bureau and the improvements affected under the joint accounting pro- 
gram, the requirements of the Bureau would have been over a half million 
dollars more than the amounts requested for 1953. The extension of the use 
of mechanical and other labor-saving devices, such as transfer posting, punch 
eard, and microfilming equipment, and improved addressing, check-signing, 
and other machines, has been an important factor in this saving. In the Di- 
vision of Disbursement, for example, the average production of each employee 
was 60,000 items in the fiscal year 1951, an increase of 67 percent over 1944. 
This increase in production is reflected in the low unit cost of about 6% cents 
for issuing checks which has been maintained over the past several years despite 
an increase of 60 percent or more in the cost of supplies, personal services, and 
other operating expenses. 

Work under the joint program to improve accounting in the Federal Govern- 
ment, which was started by the Comptroller General, the Director of the Bureau 
of the Budget, and myself 4 years ago, is now being carried on at the direction 
of the Congress under the Budget and Accounting Procedures Act of 1950. 

Comptroller General Warren and I have used the authority granted us in 
this act to simplify and improve procedures relating to the issuance of warrants 
for the receipt, custody, and disbursement of public moneys. This was done by 
the issuance of three joint regulations. The new procedure under these regula- 
tions has eliminated a substantial amount of paper work in the several depart- 
ments and agencies and has expedited making funds available for disburse 
ment. 

BUREAU OF THE PUBLIC DEBT 


The Bureau of the Public Debt is charged with the issue and retirement of 
all public debt securities, with maintaining detailed public debt accounts and 
with the intermediate handling of authorized transactions involving them. 
The appropiration requested for 1953 to finance these activities amounts to 
$55,300,000, or $4,800,000 more than the amount available for 1952. Of this 
increase, $2,265,000 is required to meet the pay increases recently granted by 
the Congress. The balance of the requested increase, »amounting to $2,535,000, is 
needed to meet the heavier work load resulting from the growing volume of 
maturing series E savings bonds. 

Under the authority of Public Law 12 of the Eighty-second Congress, the 
Treasury has issued regulations permitting owners of maturing series E sav- 
ings bonds to retain them and to continue to earn interest for an additional 10 
vears. From the limited experience of the first few months, which covers only 
a small volume of maturities, we anticipate that about 60 percent of the matur 
ing bonds will continue to be held as a result of this offer. However, part of 
the large volume of savings bonds sold after Pearl Harbor is now coming to 
maturity, and the remaining 40 percent expected to be presented for cash pay 
ment at original maturity during the vear represents a substantial increase in 
the work load of this Bureau. 

The savings-hond program, in fact, accounts for 84 percent of the funds re 
quested for this Bureau in 1953. I have already noted that this program plays 
an important role in the maintenance of the Nation's economic and financial 
stability: and I am glad to be able to report that the E bond holdings alene of 
our people are at an all-time peak of $34%4 billion cash value. Despite the fact 
that well over $1 billion of E bonds matured during the past 8 months since the 
nauguration of the automatic extension plan, total EF bonds outstanding actually 
increased by $228 million. 
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I am also glad to be able to report that in 1951, sales of $25 and $50 E bonds— 
which are sold largely through the payroll savings plan—increased steadily 
throughout the year, while redemptions steadily declined. As compared with 
the previous year, sales were around 15 percent greater and redemptions were 
2 percent less. 

The Treasury’s management improvement program continues to be vigorously 
pushed by the Bureau of the Public Debt and we expect further operational 
savings to be made during the coming year. The electronic money counters, 
which I mentioned last year, have been put into operation; and, while some 
operating difficulties have been encountered, progress has been encouraging. 
It now seems that the full amount of savings previously estimated, amounting 
to about $254,000, will be achieved during the fiscal year 1958. 


OFFICE OF THE TREASURER OF THE UNITED STATES 


The Office of the Treasurer is the banking facility for the entire Federal 
Government. Estimated requirements under this appropriation for salaries 
and expenses for 19538 total $21,500,000 which is $900,000. more than is available 
for the current year. Approximately $500,000 of this increase, however, repre- 
sents funds necessary to comply with the provisions of Public Law 201, increas- 
ing Federal salaries, and the balance is needed to meet increased work volume. 
While a substantial backlog of work will be carried into the new fiscal year, no 
provision is contained in the 1953 presentation for processing any such backlog. 

The currency situation has shown constant improvement since February last 
year, and continued improvement is expected. The Bureau of Engraving and 
Printing has increased deliveries, and, as a result of a reducaion in unit costs 
effected by that Bureau, the funds provided for 1952 will purchase approximately 
24 million more notes than originally contemplated. While the Treasurer’s esti- 
mate for 1953 anticipates the delivery of close to 44% million more notes than 
during 1952, budgetary requirements for purchase of currency have been re- 
duced $465,000 as a result of the reduced unit costs of manufacture. 

In estimating the possible effect of financial and military mobilization upon 
the Office of the Treasurer, I should like to call the committee’s attention to 
employment in that office over the period before and during World War II. The 
number of employees on this payroll increased from 1,478 on J'une 30, 1941, to 3,138 
on June 380, 1944. The 1953 estimate provides for an average of 1,511 employees 
or Only 30 above average employment for fiscal year 1949. 

Only very real accomplishments by this office in effecting economies and in- 
creasing production has enabled it to avoid the necessity for a greater increase in 
its budgetary requirements. Efforts along these lines are continuing. Since 
the payment of Government checks requires nearly 70 percent of the total number 
of personnel in this Bureau, the greatest opportunity for improvement exists in 
connection with that operation. During the past year, for example, several sec- 
tions of the Accounting Division were reorganized to handle increased work 
more effectively, and the adoption of new procedures and the substitution of 
punch card checks for paper checks in eight additional accounts resulted in the 
handling of the increased workload with a reduction in personnel. 


COIN AND CURRENCY 


I come now to the two bureaus represented in the coin and curre’«y operations 
of the Treasury—the Bureau of Engraving and Printing and the Bureau of the 
Mint—which are responsible for the manufacture of the Natien’s money. 


BUREAU OF ENGRAVING AND PRINTING 


No appropriation is requested for the Bureau of Engraving and Printing for the 
fiscal year 1953, since Public Law 656 of August 4, 1950, provided for placing the 
operations of the Bureau on a completely reimbursable basis beginning July 1, 
151. 

I would like to point out that the Bureau has been actively participating in the 
Treasury's management improvement program. During the current fiscal year, 
for example, the development of a specially formulated nonoffset green ink for use 
in printing the “backs” of sheets of currency permitted the installation of an 
automatic device on the printing presses for removing the freshly printed sheets 
from the plates. The adoption of these two improvements has eliminated the need 
for about 5380 employees and will result in recurring annual savings of approx- 
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imately $1,658,000. These savings were taken into consideration in determining 
the unit cost rates for currency for the fiscal years 1952 and 1953. 

It is anticipated that through projects now in progress, advances will be real- 
ized which will result in additional recurring savings in both manpower and the 
cost of operations. In this connection, intensive developmental work is being con- 
ducted on an automatic machine for feeding sheets of currency paper to the 
printing presses, on the guillotine trimming of sheets of currency, on a nonoffset 
black ink to allow the use of the automatic take-off device on “face” printing of 
currency, and on other projects affecting Bureau operations as well. 


° 
BUREAU OF THE MINT 
©. 

An appropriation of $5,780,000 is requested for operation of the Bureau 
of the Mint during the fiscal year 1953. This is an increase of $1,180,000 
over the amount appropriated for the current year. The $4,600,000 appro 
priated for this year has been inadequate to supply Coins in the quantities 
necessary to meet the extremely heavy demand. Although the Mint increased 
its production substantially by hiring some additional employees, by working 
overtime within the limits of available funds, and by improving manufacturing 
processes, its output has failed to meet the requirements. Since the beginning 
of the current fiscal year, the Federal Reserve Banks and branches, to which 
coins are originally shipped from the mints, have frequently had to ration 
coins due to inadequate supplies. This unsatisfactory condition can be remedied 
only by increasing the mint’s output. Accordingly, a supplemental appropria- 
tion will be requested for the current year, and the estimate for 1953 has 
been increased in order to avoid a recurrence of the Coin shortage. 

The other activities of the mint relating to the receiving of deposits of 
gold and silver bullion; the safeguarding of the Government's holdings of 
monetary metals; and the refining of gold and silver bullion will be carried 
on at the same level during the fiscal year 1955 as during the current year. 

The story relating to the mint’s operations would be incomplete without 
some reference to the results of the Bureau’s management improvement pro- 
gram. <A saving of about a half million dollars was effected during the past 
fiscal year through about 25 separate improvement projects in the three coinage 
inints. This saving, which was applied to the production of additional Coins, 
resulted from such improvements aS installation of magnetic strip gages on 
rolling mills and improved scrap cutters on blanking presses, the adoption of 
different type coinage ingots, improved methods of feeding blanks and coins 
to reveiwing and counting machines, and more eflicient methods of handling 
coinage materials, 


BUREAU OF NARCOTICS 


The requested appropriation for the Bureau of Narcotics for the fiscal year 
1953 is $2,790,000, an increase of $290,000 over current year appropriations. 
This increase includes $170,000 to meet the cost of pay increases provided by 
Public Law 201, Eighty-second Congress, and $120,000 to maintain the increased 
operating force and related expenses provided by the Supplemental Appropriation 
Act, 1952. 

During the current year, with the aid of additional funds provided by the 
Congress and the assistance and cooperation enlisted from the States and cities, 
the Bureau of Narcotics has made remarkable strides toward the control of the 
illicit drug traffic. Many principal offenders, including key tigures in the 
national and the international narcotic drug traffic, have been apprehended and 
convicted, The strengthened enforcement force and the sentences now imposed 
under Public Law 255, Eighty-second Congress, providing mandatory minimum 
sentences for second and third offenders in narcotic cases, are making some 
of the racketeers seek other pursuits rather than risk the lucrative illegitimate 
dealing. While this does not eliminate the need for constant surveillance by 
narcotic field agents, it is another step in reducing channels and = sources 
of the illegitimate drug supply. 


UNITED STATES SECRET SERVICI 


For the Secret Service Division, we are requesting appropriations of $3,900,000, 
an increaes of $336,000 over the 1952 appropriations. Practically the entire 
increase, or $304,000, will be required to cover the recent salary increases 
authorized by the Congress, 
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The United States Secret Service has accomplished a great deal in the past 
year through a reorganization of its field force and the recruitment of new 
special agents needed to protect the President of the United States and to 
combat counterfeiting, forgery, and other crimes. The Secret Service had a 
backlog of 18,268 cases at the beginning of the 1951 fiscal year, and it received 
46,343 new cases during the year. It is to the great credit of the approximately 
220 special agents available to investigate these cases that they completed 52,- 
O79 cases, arrested 2,772 offenders, obtained convinctions in 98.8 percent of 
all cases that went to trial, and reduced the backlog of cases to 12,532 by the end 
of the fiscal year. One important factor in this accomplishment was the 93,000 
hours of voluntary, uncompensated overtime contributed by these investigators. 
This overtime was the equivalent of 52 special agents, and illustrates the need 
for additional agents. This need is also illustrated by the fact that the case 
load at the present time averages about 50 cases per agent, or at least three 


times more than one investigator can handle efficiently. 
ADMINISTRATIVE OFFICES OF THE SECRETARY 


The last request I should like to discuss is $2,708,000 for the Office of the Sec- 
retary of the Treasury. This covers the operations of my immediate staff, the 
Office of the General Counsel, central administrative services for departmental 
headquarters, operation and maintenance of the Treasury Building and annex, 
and an employees’ health program in the District of Columbia. 

This request is $262,000 more than the amount appropriated for the fiscal 
year 1952, of which, however, nearly $200,000 is to cover the cost of pay increases. 

The reduction in funds available for the operation of the Office of the Secretary 
in the fiscal year 1952 necessitated a reduction in the staff of approximately 62 
average positions. As this reduced staff is inadequate for the workload, the 
estimate for the fiscal year 1953 includes a request for the restoration of 24.3 
average positions. The restoration of these positions is essential for the efficient 
opgration of my office and will enable me to operate it at the minimum level 
required. 


PERSONNEL STRENGTH 


Chairman McKxriiar. In 1948 you had 50,639; 1949, 52,643; 1950, 
56,263; 1951, 58,692; 1952, 57,261: 1953, 64,704. Are those figures 
correct ¢ 

Secretary Snyper. That is approximately right. 

Chairman McKetiar. We want to furnish all that is necessary to 
collect. , 

Secretary Snyper. The reason we are requesting the increase, Mr. 
Chairman, is because of the added workload. We can certainly show 
you the added workload without any effort at all. We have the extra 
jobs to enforce the gambling tax; we have this added workload of 
intensified racketeer operation, plus the amplified workload due to 
the collection of larger taxes, and an increased base of that collection. 

Chairman McKetrar. I think the Department has done a great 
work, and I want you to understand that. 

Secretary SNyper. I know you do. 

Chairman McKeriar. Putting on 7,000 or more is a large step, and, 
as I understand it, with no prospective increase in revenue ? 

Secretary Snyper. Oh, yes; I beg your pardon. 

Chairman McKeiiar. Well, | misunderstood you then. I under- 
stood that you did not expect the results or returns, actual returns 
from gamblers and others to go above the costs. 

Secretary Snyper. You are talking about enforcement of the wager- 
ing tax, but the increased total revenues we estimated to be $71 billion 
as compared with $63 billion this year; so, there is $8 billion in 
increased revenues. 

Chairman McKeriar. I misunderstood you. 
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Coast GUARD 
OPERATIONS AND FACILITIES 
AMOUNT REQUESTED 


Senator Rogerrson. Before you end your testimony you might give 
us a brief summary of your request for the Coast Guard. Part of it, 
[ understand, is for personnel and part for expansion purposes. Of 
course, we will hear the Coast Guard, but it might be helpful if you 
would sort of put us on notice. 

Secretary Snyper. All right,sir. An appropriation of $238,850,000 
is requested for the Coast Guard, and of this amount $196,250,000 is 
for operating expenses to provide for operation of Coast Guard 
activities at substanti: lly the same level as authorized by the Congress 
for the current fiscal year in regular appropriation and the supple- 
mental appropriation. 

The latter, you will recall, was granted to provide a limited expan- 
sion to allow the service to man its facilities at a higher degree of 
military readiness and to extend its search and rescue services in 
areas overseas. ‘The expansion program is proceeding according to 
plan and will be essentially completed in this fiscal year 


RESERVE PROGRAM 


An increase of $2,150,000 over the amount appropriated for fi#al 
year 1952 is requested for the Coast Guard Reserve program. The 
Coast Guard will require $4,000,000 to train sufficient reservists to 
meet its responsibilities in the event of total mobilization and trans- 
fer to the Navy, a situation the service is not now prepared to meet. 
The requested amount will permit the Coast Guard to increase the 
scope of the training program, with the objective of having an ade- 
quate ready Reserve trained by the end of fiscal year 1953. 


FACILITIES AND PROCUREMENT 


The estimates for acquisition of facilities provide for the procure- 
ment of 19 airplanes to replace over-age aircraft now in service. Other 
items of acquisition are necessary to the maintenance of the plant 
establishment of the Coast Guard and have been carefully screened to 
assure that they come within the President’s directive requiring that 
they be necessary to the defense effort. 


MANAGEMENT AND ACCOUNTING IMPROVEMENTS 


In the field of management improvement, the greater portion of 
material inventory has been brought under centralized stock control. 
To complete the program, aviation and other miscellaneous inven- 
tories are currently being brought into the system. Monthly inven- 
tory and usage data resulting from this centralized control will tend 
to insure adequate distribution of material with a minimum of in- 
ventory. 

A new accounting installation has been completed throughout the 
service, and a comprehensive financial report is now being “prepared 

ach month to provide current cost-accounting information for use 











44 TREASCRY AND POST OFFICE APPROPRIATIONS, 1953 


in current operations and in budget preparation. With the adoption 
of a comptroller-type organization, under which is grouped all fiscal 
activity, organizational improvements have been placed in effect to 
vain full adv antage of this new tool. 

Senator Roperrson. Thank you very much. 


COMPARISON OF ESTIMATED BUDGET AND REVENUE TOTALS 


Chairman McKeiiar. Now, as I understand, the total budget is 
$85.4 billion for 1953. How much do you estimate will be the total 
revenue receipts for 1953 4 

Secretary Snyper. That is the budget total. The amount we expect 
10 collect is around $70 billion in revenue. 

Chairman McKettar. $71 billion, I believe it is. 

Secretary Snyper. Yes, sir, around $71 billion. 

Chairman McKewiar. If the $85.4 is to be met, we have to have 
additional taxes / 

Secretary Snyper. The $85 billion budget depends on what you 
folks in Congress pass in the way of appropriations and has no bear- 
ing at all on the taxes e xcept to create deficits if you do not levy taxes 
to pay for it. The $85 billion is the estimated budget which Congress 
will have to pass. The 871 billion revenue is based on present revenue 
laws. 

perme McKeuiar. Are there any other questions, gentlemen / 

enator Roperrson. No other questions. 

Chairman McKeiiar. If not, we are very much obliged to you, 
gentlemen. 

Senator Roserrson. Does that complete your case, Mr. Secretary / 

Secretary Snyper. Yes, sir. I think we can supplement it. 

Chairman McKettar. If anything should come up where we would 
want to have you supplement it, you could come up? 

Secretary Snyper. Yes, sir, at any time. Thank you, gentlemen. 

Chairman McKetiar. Thank you. 

(Whereupon, at 12:20 p. m. Thursday, January 31, 1951, the sub- 
committee recessed subject to the call of the Chair. The subcommittee 
was called by the chairman to reconvene at 2:30 p,m. Monday, 
February 18, 1952.) 
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